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Riding the Waves
Powering Ahead
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While a re-structured power sector based on competition will create a
tough business environment for China's power operators, Beijing Datang
Power confidently welcomes the challenges that lie ahead.

Our tested, forward-looking culture and the determination of our
management to excel already set us apart from the rest. In the same
way, our abilities to anticipate change and to deal swiftly with uncertainty
make us strong and steady voyagers on the endless new oceans of
opportunity that stretch out before us.

Beijing Datang Power. Riding the Waves, Powering Ahead.
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Fundamental Situations

Beijing Datang Power Generation
Company Limited (”Beijing Datang
Power” or the "Company”) was
incorporated as a joint stock limited
company and registered with the
State Administration for Industry and
Commerce of the People’s Republic
of China (the “PRC” ) on 13th
December 1994 and transformed to
be a Sino-foreign joint venture limited
company on 13th May 1998. As at
31st December 2001, the registered
capital of the Company amounted
to approximately Rmb5.163 billion.

Beijing Datang Power was the first
Chinese power generation company
with shares listed in Hong Kong and
the first Chinese company with
shares listed in London when
trading of its H shares commenced
in Hong Kong and tondon on 21st
March 1997, raising proceeds of
approximately Rmb3.7 billion with
the issue of approximately 1.431
pillion H shares. In 2001, the
Company's American Depositary
Receipts have been approved to be
traded in the U.S. over-the-counter
market.

As a tribute to the Company’s
successful management and business
operations, the Company has
received numerous awards and
accolades since it was listed,
including “1997 Best Asian Equity
Deal” named by International
Financial Review, one of the “Best-
managed Companies in China” in
1997, 1998, 2000 and 2001 named
by Asia Money, Third among “Best-
managed Chinese Companies”
named by The Asset in mid-1999,
and “Asia's Top 100 Companies
2000" named by HSBC. In 2001, it
was conferred by Finance Asia the
awards of “Best Managed
Companies in China”, “Best Investor
Relations” and "Best Emphasis on
Shareholders’ Value”. In early 2002,

the Company was conferred by The
Asset the award of "Best Corporate
Governance in China — 2001".

Business in Brief

As one of the largest independent
power producers in China, Beijing
Datang Power is engaged in the
development and operation of
power plants, the sale of electricity,
the repair and maintenance of
power equipment and power-related
technical services. Currently, the
Company owns and operates four
operating power plants and eight
power generation companies with a
total installed capacity of 5,570 MW
in 2001,

Beijing Datang Power has been
focusing on business expansion to
expedite corporate development and
has been fulfilling pledges made to
investors when the Company was
tisted. The Company has acquired
Units 1 and 2 of Zhang lJia Kou
Power Plant, constructed Zhang Jia
Kou Power Plant Phase il as a wholly-
owned project, and developed
Panshan Power Plant Phase Il of
Tianjin Datang Panshan Power

Generation Company Limited
(“Datang Panshan”), Tuoketuo
Power Plant project of Inner
Mongolia Datang Tuoketuo Power
Generation Company Limited
("Datang Tuoketuo”) and Fengning
Hydropower Plant project of Hebei
Huaze Hydropower Development
Company Limited (“Datang Fengning
Hydropower”) as majority-owned
projects. Meanwhile, the Company
has also established Shanxi Datang
Shentou Power Generation Company
Limited ("Datang Shentou”) , Shanxi
Datang Pingwang Heat and Power
Company Limited (“Datang
Pingwang”), Hebei Datang Tangshan
Thermal Power Company Limited
(“Datang Tangshan”), Yunnan
Datang Honghe Power Generation
Company Limited ("Datang
Honghe”) and Gansu Datang
Liancheng Power Generation
Company Limited (“Datang
Liancheng”) as majority-owned
companies. By 2005, the Company’s
total managed capacity will reach
11,470 MW with the addition of
5,900 MW as new capacity, more
than fulfilling the pltedges made to
investors in the listing prospectus.




Strengthening Our Operation Scale and Capacity
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- i Qur corporate values
- o Teamwork, results oriented and pursuit of excellence

Qur objective
o To become one of China’s leading power generation
companies with an international reputation

/

As an independent power generation company, Beijing Datang

Power seeks to:

e [ncrease productivity to meet market demands; provide quality and safe
power

e Fulfil pledges to shareholders; maximise shareholders’ value

° Keep the Company in sound financial conditions to maintain continuous
development

o Motivate team spirit among staff to inspire even greater devotion to work

Future Development Objectives

¢ To focus on the development of new power projects and the acquisition
of existing plants or units in the regions serviced by North China Power
Group Company (“NCPGC")

e To capitalise on the opportunities arising from the power industry’s
restructuring by developing new power projects and acquiring existing
plants in areas beyond the regions serviced by NCPGC

e To focus on coal-fired power plants with unit capacity of 300MW or above

e To develop environment-friendly power plants by using new energy
resources and new technologies

e To improve the Company’s capital structure and to increase return on
shareholders’ investment

e To seek strategic partnerships or joint ventures with domestic and foreign
companies




,] 9 7 o e Llisted on The Stock Exchange of Hong Kong Limited and on the London Stock Exchange in

9 : March. Issued 1,430.669 millions M shares, with an issue price of HK$2.52 and a P/E ratio of
12. Flotation size amounted to Rmb3.7 biflion

s Acquired Zhang Jia Kou Power Plant Unit 1

e  Zhang lJia Kou Power Plant Phase Il started construction
1 998 ¢ Increased the investment interest in Zhang Jia Kou Power Plant Phase 1l from 55% to 100%

f ¢ Acquired 75% equity interest in Tianjin Panshan Power Generation Company Limited which
1 was originally owned by NCPGC to form Tianjin Datang Panshan Power Generation
Company Limited. Construction of two 600MW units of Panshan Power Plant commenced

! in the same year

1 999 ’ e Unit 5 of Zhang Jia Kou Power Plant was integrated into the power grid
i s NCPGC transferred a total of 1,755,331,800 shares in the Company to Beijing International
{ Power Development and investment Company, Hebei Construction and Investment Company

and Tianjin Jinneng Investment Company

e Obtained 60% investment right in Tuoketuo Power Plant Phase | to form Inner Mongolia
Datang Tuoketuo Power Generation Company Limited

e Unit 6 of Zhang lJia Kou Power Plant commenced was integrated into the power grid

ZOOO o e Acquired Unit 2 of Zhang Jia Kou Power Plant
! ¢ Acquired 90.43% equity interest in Hebei Huaze Hydropower Development Company Limited

* Unit 7 of Zhang Jia Kou Power Plant was integrated into the power grid

2001 P o Unit 8 of Zhang Jia Kou Power Plant was integrated into the power grid
: s Unit 1 of Datang Panshan Power Plant was integrated into the power grid
( e Units 1 and 2 of Datang Fengning Hydropower Plant was integrated into the power grid

! e Obtained 70% equity interest in Yunnan Datang Honghe Power Generation Company
4 ; Limited, which will be expected to install two 300MW power generation units
¢ Obtained 55% equity interest in Gansu Datang Liancheng Power Generation Company
i Limited, which will be expected to install two 300MW power generation units
e Obtained 80% equity interest in Shanxi Datang Pingwang Heat and Power Company Limited,

which will be expected to install two 200MW power generation units
e  Obtained 60% equity interest in Shanxi Shentou Huajin Power Generation Company Limited

which was subsequently renamed as Shanxi Datang Shentou Power Generation Company
P Limited, which will be expected to install two 500 MW power generation units
e The Company’s American Depositary Receipts have been approved to be traded in the US over-

the-counter market.




Powver Plants under Commerdial Operation and Subsidiaries

O Dou He Power Plant : installed capacity of 1,550 MW with 2 x 125
MW unit, 2 x 250 MW unit and 4 x 200 MW unit; wholly owned by
the Company

O Gac Jing Power Plant : installed capacity of 600 MW with 6 x 100
MW unit; wholly owned by the Company

O Xia Hua Yuan Power Plant : installed capacity of 400 MW with
2 x 100 MW unit and 1 x 200 MW unit; wholly owned by the Company

O Zhang Jia Kou Power Plant : installed capacity of 2,400 MW with
8 x 300 MW unit; wholly owned by the Company

O Datang Panshan Power : installed capacity of 1,200 MW with
1 x 600 MW unit under commercial operation and 1 x 600 MW unit under
trial operation; 75% owned by the Company

O Datang Fengning Hydropower Power Plant : installed capacity of
20 MW with 2 x 10 MW unit; 90.43% owned by the Company

Projects under Construction
A Datang Tuoketuo Power Phase [ : installed capacity of 1,200 MW
with 2 x 600 MW unit; 60% owned by the Company

Greenfield Projects

O Datang Tuoketuo Power Phase i : installed capacity of 1,200 MW
with 2 x 600 MW unit; 60% owned by the Company

O Datang Shentou Power : installed capacity of 1,000 MW with
2 x 500 MW unit; 60% owned by the Company

O Datang Tangshan Thermal : installed capacity of 600 MW with
2 x 300 MW unit; 80% owned by the Company

O Datang Pingwang Thermal :
installed capacity of 400 MW with
2 x 200 MW unit; 80% owned by the
Company

O Datang Honghe Power :
installed capacity of 600 MW with
2 x 300 MW unit; 70% owned by the
Company

O Datang Liancheng Power :
installed capacity of 600 MW with
2 x 300 MW unit; 55% owned by the L

| Battaing
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(Armounts expressec in millions of Ami)
Statements of Income
Year ended 31st December
1997 1998 1999 2000 2009
Company Company Company Company Commpany
and its and its and its and is
subsidiary  subsidiaries  subsidiaries | gulesicliaries
Net operating
revenue 5,134 5,067 5,220 5,694 6RS5
Profit before taxation 1,713 1,809 1,874 2,070 2,943
Taxation (569) (592) (624) (695) (Za1ta)
Profit afer taxation 1,144 1,217 1,250 1,375 1482
Minority interests — — — — 6]
Net profit 1,144 1,217 1,250 1,375 143383
Balance Sheets
As at 31st December
1997 1998 1999 2000 2001
Company Company Company Company Cerpany
and its and its and its ana s
subsidiary  subsidiaries  subsidiaries | sulesiciaries
(Restated) (Restated) (Restated)
Total assets 13,232 14,517 16,208 19,986 23,990
Total liabilities (3,229) (3,530) (4,103) {6,652) B,208)
Minority interests — (125) (240) (403) (620))
Shareholders’ equity 10,003 10,862 11,865 12,931 13,852

Notes:

1. The adjusted statements of income were prepared as if the Reorganization and Power Purchase Agreement as set out in the Company's
Prospectus dated 10th March, 1997 had occurred and been effective during the years ended 31st December, 1996.

2. No analysis of turnover by geographical location has been prepared as 100% of turnover comes from the PRC, and no contribution to
profit from any of the geographical location is substantially out of line with normal ratio of profit to turnover.
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TO ALL SHAREHOLDERS:

The year 2001 was a jubilant year for China, while it also marked the most significant

expansion of the Company by far. | have the pleasure to present the review of operations in

2001 and the outlook of the Company.

Review of Operations

Ongoing expansion

Unit 8 of the Company’s Zhang Jia Kou Power Plant, the first 600MW unit of Datang Panshan
which is majority-owned by the Company and Units 1 and 2 of Datang Fengning
Hydropower, also majority-owned by the Company, were integrated into the power grid. The
Company established Datang Honghe by holding 70% equity interest; established Datang
Liancheng by holding 55% equity interest; acquired 80% equity interest in Datang Pingwang,;

acquired 60% equity interest in Datang Shentou; and established Datang Tangshan by
holding 80% equity interest. The canstruction project proposal for Phase il of Datang

Tuoketuo was approved by the State in December 2001,

Stability and efficiency maintained in production

The equivalent availability factor of the Company’s units was 92.35%. The Company's power

generation increased by 18.58% when compared to that of the previous year.

Ongoing cost reductions

The Company's coal consumption rate for electricity generation was 362.8 g/kwh, reduced
by 2.96g/kWh when compared to that of the previous year. The unit fuel cost was Rmb80.76/
MWh, Rmb0.88/MWh lower than that of the previous year.




The Company was conferred in 2001 by Ffinance Asia the awards of "Best Managed
Companies in China”, “Best Investor Relations” and “Best Emphasis on Shareholders’ Value”.
Recently in early 2002, the Company was conferred the award of “Best Corporate

Governance in China — 2001"” by The Asset.
Outlook

Rising to the Occasion

China’s accession to WTO, the successful bid for hosting the 2008 Olyhpic Games and the
acceleration of development of West China have generated enormous opportunities for the
nation as well as Beijing. New opportunities emerge for a power generation company that
mainly serves the Beijing-Tianjin-Tangshan (“BTT") Area such as the Company which will have
the conditions to develop beyond that region. The Company will expand its market share in
the national electricity market by actively developing, constructing, operating and managing
large-scale power plants throughout the nation, with a dual emphasis on organic growth and

acquisition.
Projects for which construction works are scheduled to commence in 2002 include:

e Datang Pingwang Thermal Power Project (200 MW x 2 units)
¢ Datang Shentou Power Project (500 MW x 2 units)

e Datang Liancheng Power Project (300 MW x 2 units)

o Datang Tuoketuo Power Project Phase Il (600 MW x 2 units)
e Datang Tangshan Power Project Phase 1 (300 MW x 1 unit)




Embracing Challenges

However, we should avoid over-optimism towards the Company's operating situation. The

increase in new power generation units and power supply from other regional grids might

result in less utilisation hours for the Company's existing power generation units, and rising ‘

fuel prices might affect the Company’'s profitability.

in view of the above, the Company will continue to ensure production safety, fulfill
production responsibility, increase revenue and reduce costs, monitor power generation
costs, persist the strategy to expand beyond the BTT Area, procure active yet steady progress
for ongoing and new projects, and strengthen the Company's ability to hedge against the
risks and the ability to continue growth, with a view to preserving and enhancing

shareholders’ value.

Last but not least, may | take this opportunity to express sincere gratitude to all shareholders,

institutions concerned and associates of the Company for their trust and support.

By Order of the Board
Zhai Ruoyu

Chairman

5th March 2002




Operating conditions

China’s economy continued to grow steadily during 2001 (the "Year”), with national
GDP growth reaching 7.3%. The Beijing-Tianjin-Tangshan (“BTT") Area, the major area
served by the Company, continued to outgrow the national average with a 9.92% GDP
growth.

China’s power supply market was driven by economic growth in 2001. Demand for
power supply in the eastern coastal regions increased, development projects in West
China were implemented and West-to-East power transmission projects began during
the Year. Power demand nationwide grew by approximately 8% in 2001.




As a result of economic restructuring, industrial usage of power generally remained
steady. Residential usage in urban and rural areas and commercial usage maintained

rapid growth. Sales of electricity in the BTT Area are analysed as follows:
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Review of Operations

The Company mainly supplied electricity to the BTT Area, which features intense
economic activities, dense population 'and focused demand for power supply. The
growth in power demands in this area was driven by its economic growth. The
Company is set to benefit from the implementation of the strategy of West China
development and the gradual implementation of the West-to-East power transmission
projects. Meanwhile, due to the Company’s pro-active and effective management, the
Company was able to maintain safe and stable power generation and achieve solid
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profit growth, whilst rolling out its expansion strategy beyond the BTT Area.




The Company now operates four wholly-owned power plants and eight majority-owned
power generation companies compared to only four wholly-owned power plants when
it was listed. From the listing of the Company in 1997 to the end of 2001, the installed
capacity increased to 5,570MW from 3,150MW; net profit grew to Rmb1,436 million
from Rmb1,143 million; the Company’s asset-to-liability ratio rose to 37.98% from
27.1%; and the equivalent availability factor of the Company’'s units rose to 92.35%
from 89.62%.

Production

As at 31st December 2001, the Company and its subsidiaries (collectively, the "Group”)
owned installed capacity of 4,950MW, and another 620MW which were integrated into
the power grid and will enter into commercial operation in 2002. Total power generation
for the Year amounted to 26,477,988MWh, representing an 18.58% growth over 2000
(the "Previous Year”). A total of 24,590,612MWh of on-grid electricity was completed,
representing a growth of 18.51% over the Previous Year. A total of 5,477 utilisation hours
were recorded and the equivalent availability factor of the Company’s units was 92.35%.
The growth in power generation was mainly attributable to the expansion of the Group's
installed capacity, increased demand
for power supply driven by domestic

economic growth and the safe and
stable operation of the Group's power
generation equipment.

The following tables set out certain
operation statistics of the Company’s
four power plants for the five years
ended 31st December 2001.




Dou He Power Plant

1997 1998 1999 2000 2001
Installed capacity (MW) 1,550 1,550 1,550 1,550 4,550
Gross generation (MWh) 9,835,404 9,258,190 8,811,552 9,242,351 9,487,437
On-grid generation (MWh) 9,081,432 8576958 8,192,947 8,601,896 8,826,988
Available hours 7,966 8,043 8,053 8,395 8,274
Operaing hours 7,431 7,187 6,769 7414 7,211
Utilisation hours 6,345 5973 5,685 5,963 6,121
Capacity factor (%) 72.43 68.19 64.90 67.88 69.87
Load factor (%) 85.39 83.11 83.99 80.43 84.88
Equivalent availability factor (%) 90.33 91.80 91.90 95.97 94.45
Coal consumption per unit of
electricity delivered (gm
standard coal/kwWh) 365 364 360 360 350
Gao Jing Power Plant
1997 1998 1999 2000 2001
Instalied capacity (MW) 600 600 600 600 800
Gross generation (MWh) 3,919,343 3,235,600 2,954,094 3,104,832 3,116,727
On-grid generation (MWh) 3,548,155 2,918,442 2,650,945 2,795874 2,803,954
Available hours 7,523 7,833 8,340 8,341 7,966
Operaing hours 7,497 6,974 6,878 7,291 7,211
Utilisation hours 6,532 5,393 4,923 5,175 5,195
Capacity factor (%) 74.57 61.56 56.20 58.91 59.30
Load factor (%) 87.13 77.32 71.58 70.97 72.04
Equivalent availability factor (%) 85.46 89.28 95.10 94.95 80.94
Coal consumption per unit of
electricity delivered (gm
standard coal/kwh) 402 404 404 406 405
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Zhang Jia Kou Power Plant

1997 1998 1999 2000 2001
Unit 1 Units 3, 4 Units 1, Units 1, 3, Units 1 Units 1
3and4 4, 5and6 to7 to8
Installed capacity
(MW) 300 600 900 1,500 2,100 2,400
Gross generation
(MWh) 755,890 3,231,062 4,902,699 6,044,930 7,319,127 10,809,051
On-grid generation
(MWh) 709,060 3,058,767 4,655,158 5715376 6,885,949 10,132,866
Available hours 4,108 7,819 8,057 6,619 7,937 7,810
Operating hours 3,945 7,588 7,849 5,638 6,658 7,107
Utilisation hours 2,520 5,385 5,447 5,343 4,550 4,855
Capacity factor (%) 57.06 61.47 62.24 60.99 51.80 55.42
Load factor (%) 63.90 70.97 69.46 70.13 68.34 68.31
Equivalent availability
factor (%) 92.80 88.87 91.58 95.20 90.60 21.16
Coal consumption
per unit of
electricity defivered
(gm standard
coal/kWh) 367 366 359 351 349 347

Note: Unit 8 was integrated into the power grid on 27th August 2001




Xia Hua Yuan Power Plant

1997 1998 1999 2000 2001
Instalfed capacity (MW) 400 400 400 400 400
Gross generation (MWh) 2,740,005 2,269,070 2,628,738 2,662,433 2,733,054
On-grid generation (MWh) 2,481,352 2,072,465 2,438,835 2,466,796 2,532,995
Available hours 8,142 7,548 8,075 8,518 8,139
Operaing hours 7,936 6,669 7,469 7,764 7,757
Utilisation hours 6,850 5,673 6,572 6,656 6.833
Capacity factor (%) 78.20 64.76 75.02 75.77 78.00
Load factor (%) 86.31 85.06 88.00 85.73 88.09
Equivalent availability factor {%) 92.96 86.12 92.20 96.97 92.99
Coal consumption per unit of
electricity delivered (gm
standard coal/kWh) 390 388 383 382 382

The Company arranged 237 technological upgrade
projects with a total investment of Rmb255,999,000,
in a move to integrate overhaul programmes with
production targets set at the beginning of the year
through technological upgrade projects, with a view
to achieving production safety and enhancing
economic efficiency.

Major projects include:

Modification of the low-nitrogen combustion unit
at Gao Jing Power Plant; modification of the steam
circulation system in the medium to high-pressure
tank and DCS, FSS and DEH modifications at Unit 5,
modifications of ventilator No. 5 and the medium-
speed coal mill and modification of the computer-
aided controlling system at Dou He Power Plant;
modification of Nos. 1 and 2 dust disposal systems

[N
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and the 500 KV transformation system at Zhang Jia Kou Power Plant; modification of
the turbine system at Units 1 & 2 of Zhang Jia Kou Power Plant; and modification of the
steam circulation system at Unit 2 of Xia Hua Yuan Power Plant.

Operational Management

The Company secured consclidated operating revenues of approximately
Rmb6,550,620,000 during the Year, representing an increase of 15.04% over the Previous
Year. Consolidated net profit amounted to approximately Rmb1,438,060,000,
representing an increase of 4.56% over the Previous Year. The operating targets for 2001
set by the Board of Directors at the beginning of the Year were achieved and exceeded.

During the Year, the Company continued to exercise stringent cost-control measures
and conscientiously implemented the system of accountability for financial targets.
Measures to reduce consumption of energy were upkept and budget estimates were set
to facilitate effective control over expenditures. As a result, the Company’s unit fuel cost
was lowered by Rmb0.88/MWh when compared to that of the Previous Year and the
coal consumption rate for electricity generation was reduced by 2.96g/kWh when

compared to that of the Previous Year.

Business Expansion

The construction projects of the Company
progressed smoothly during the Year. Power
units with capacity of 920MW were integrated
into the power grid, in which 300MW
commenced commercial operation during the
Year. Breakthroughs were achieved in
preliminary project works which ensured
continued growth in the Company's production
capacity.




Unit 8 (300MW) at Zhang Jia Kou Power Plant commenced commercial operation
during the Year, bringing the total installed capacity of the plant to 2,400MW
making it the largest power plant of the Group and in North China, as well as the
second largest power plant throughout the nation.

Unit 1 of Datang Panshan, the first 600MW unit of the Group, was integrated into
the power grid during the Year and commenced commercial operation in January
2002. It is currently the largest unit of the Group as well as in the BTT power grid
in terms of unit capacity.

Units 1 and 2 of Datang Fengning Hydropower (2 X 10MW) were integrated into
the power grid during the Year and commenced commercial operation in 2002,
ending its history of dependence on coal-fired generation and marking the Group's
breakthrough in hydropower and its first step towards the strategy of dual
emphasis on hydropower and ccal-fired power.

Datang Honghe and Datang Liancheng were established during the Year. Project
proposals for the two ventures have been approved by the State, marking the
Group's expansion beyond North China and opening up more extensive market
frontiers for the Group’s swift trans-regional development.

Feasibility studies for the power plants developed by Datang Shentou (2 X 500MW)
and Datang Pingwang (2 X 200MW) and for Phase | technological upgrade works (1
X 300MW) of Datang Tangshan have been approved by the State.

The construction of the Datang Tuoketuo Power Phase | project (2 X 600MW)
progressed smoothly. The first generation unit is expected to be integrated into the
power grid generation in 2003. The project proposal for Phase Il construction (2 X
600MW) has been approved by the State.
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Financial Analysis

Operating Results

- The Group's consclidated operating revenues amounted to approximately

Rmb6,550,620,000 during the Year, representing an increase of 15.04% over the
Previous Year. Consolidated net profit amounted to Rmb1,438,060,000,
representing growth of 4.56% over the Previous Year. Earnings per share
amounted to Rmb0.28, representing an increase per share of Rmb0.071 over the
Previous Year. The Group's profit growth was mainly attributed to the increase of
its on-grid electricity and of its sales revenue, as well as the effective control of its

costs.

During the Year, the Group’s on-grid electricity increased by 18.51% over the
Previous Year, while sales revenue grew by 15.04% from the Previous Year. The
Group’s operating costs increased by 21.97% over the Previous Year mainly due to
the Company’s acquisition of Unit 2 of Zhang Jia Kou Power Plant on 1st October
2000 and the commencement of commercial operation of Unit 7 and Unit 8 of
Zhang Jia Kou Power Plant in January 2001 and September 2002, respectively. This
led to an increase of assets which in turn led to an increase of depreciation costs
on fixed assets. The corresponding costs caused by the increase in power
generation also increased other operating costs. However, the Group’s unit fuel
cost decreased by Rmb0.88/MWh and the coal consumption rate for electricity
generation decreased by 2.96g/kWh when compared to the Previous Year as a
result of the Group’s rigid and effective cost controls and the increase in on-grid
electricity. As a consequence, the Company’s profit increased by 4.56% over the

Previous Year.

In view of the positive operating results, the Board of Directors has recommended
a dividend of Rmb0.17 per share for the Year.




Financial Conditions

As at 31st December 2001, total assets of the Group amounted to approximately
Rmb23,190,043,000, representing an increase of approximately
Rmb3,203,898,000 over the Previous Year. Total liabilities amounted to
approximately Rmb8,807,802,000, representing an increase of Rmb2,155,695,000
over the Previous Year. Minority interests amounted to Rmb529,890,000,
representing an increase of approximately Rmb126,428,000 over the Previous Year.
Shareholders’ equity amounted to approximately Rmb13,852,351,000,
representing an increase of Rmb921,775,000 over the Previous Year. The growth in
total assets owned by the Group mainly reflected the implementation of the
Group's expansion strategy and the increase in investments in projects under
construction by the Company.

Liquidity

As at 31st December 2001, the Group’s asset-to-liability ratio (i.e. the ratio
between total assets and total liabilities, excluding minority interests) was 37.98%.
The net equity-to-debt ratio (i.e. {total debt — cash and cash equivalents - short-
term bank deposits for over 3 months - investments held for trading)/shareholders’
equity) was 14.74%.

Cash

As at 31st December 2001, the Group had total cash and cash equivalents and
short-term bank deposits for over 3 months amounting to approximately
Rmb4,503,168,000, among which the equivalent of approximately
Rmb2,521,506,000 of deposits was held in foreign currencies. The Company had
no trust deposits or overdue fixed deposits during the Year.




Borrowings

As at 31st December 2001, the Group had short-term loans of approximately
Rmb241,120,000 at an annual interest rate of 5.85%. Long-term loans (excluding
those repayable within 1 year) amounted to approximately Rmb6,229,064,000 and
long-term loans repayable within 1 year amounted to approximately
Rmb360,356,000 at annual interest rates of 0% 1o 6.2%, including USD loans
equivalent to approximately Rmb590,450,000.

As at 31st December 2001, apart from guarantee of approximately Rmb2.3 billion
for loan facilities granted to its subsidiaries, the Company did not provide any form

of guarantee for any other company.

Stock Performance in Secondary Market and Investor Relations

The international capital markets were rather volatile in 2001. Against tough overseas
market conditions, the shares of Beijing Datang Power performed strongly in the
secondary market on the back of steady improvements in the Company's operating
results supported by positive economic growth in China and continuous growth in
power demands, with their price growing 24.7% over the Previous Year at the end of
2001 and hitting an intra-year high of HK$3.28 or a P/E ratio of 13 times. The average
share price of Beijing Datang Power for the year was HK$2.57 or a P/E ratio of 10.41
times. Meanwhile, the Company’s achievements in management and development
continued to win market recognition. The Company was conferred in 2001 by finance
Asja the awards of “Best Managed Companies in China”, "Best Investor Relations” and
“Best Emphasis on Shareholders’ Value”. In early 2002, the Company was conferred the
award of “Best Corporate Governance in China—2001" by The Asset.

The Company made significant moves to tap the capital markets in 2001. Its issuance of
American Depositary Receipts (ADRs) had been approved by the China Securities
Regulatory Commission and the Securities Exchange Commission of the United States to
be traded in the U.S. over-the-counter market. The issuance of ADRs enabled the
Company to expand its investors’ base and make access to the U.S. market at the
lowest costs.
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Qutlook for 2002

The year 2002 will be a year of expectations as well as difficulties. The implementation
of the restructuring plan for China’'s power industry will generate enormous new
business opportunities, while the Company’s profitability is set to be further enhanced
as the tariff rates for the four units of Zhang Jia Kou Phase il have been approved.
Meanwhile, the momentum of the growth in demand and the extent of increase in fuel
costs will have a significant bearing on the Company’'s performance. In view of the
above, we need to enhance management over our production and operations this year
while actively procuring progress in ongoing projects as well as preparations for new
projects, with a view to ensuring continuous development. The Group shall:

1. Continue to enhance management of production safety and ensure safe and stable
operation of all generation units.

2. Continue to explore new sources for revenues and opportunities for cost savings
and seek growth in sales revenue by increasing power
generation, raising tariffs and optimising on-grid

electricity structures.

3. Actively procure the renewal and establishment of the
Group’s management information system and fully
implement the Group's financial management model and
innovative measures for job functions, work approaches
and operating mechanisms.

4. Actively pursue business expansion to strengthen the
Group's competitive advantages:

s The Board of Directors of the Company has already
decided to increase equity investment of an amount
of approximately Rmb480 million in Datang
Tuoketuo for the construction of its Phase Il (2 x
600MW). The proposal of that project has already
been approved by the State. With Phases | and Il to
be constructed in a row, Datang Tuoketuo's total
installed capacity will reach 2,400MW, making it one

of the two largest power plants in North China
alongside Zhang Jia Kou Power Plant,




° The Board of Directors of the Company has already decided to invest an amount
of approximately Rmb434 million in Datang Tangshan for the construction of its
Phases | and Il technological upgrade projects (2 x 300MW). Both the feasibility
study report of the Phase | project and the proposal of the Phase Il project have
already been approved by the State.

e The Board of Directors of the Company has already decided to invest an
amount of approximately Rmb43 million to jointly form a project company
with the Beijing Thermal Group, for the purpose of constructing Gao Jing
Power Plant’s thermal pipeline project. The proposal of the project has been
approved by the Beijing Government, and construction works are expected to

commence within 2002.

5. Complete preliminary works for the following projects so that conditions for
construction may be available within 2002:

e Datang Pingwang project (2 x 200MW)
e Datang Shentou project (2 x 500MW)
J Datang Liancheng project (2 x 300MW)
s Datang Tuoketuo Phase Il project (2 x 600MW)
® Datang Tangshan Phase | project (1 x 300MW)
6.  Procure completion of construction to ensure commencement of operation of Unit

2 of Datang Panshan (600MW) within 2002.

Yu Hongji
President

5th March 2002




The Company has been strictly
complying with relevant domestic and
overseas regulations and strengthening
its internal management with a view to
optimising shareholders’ interests while
diligently performing its obligations:

1. Plans were formulated to foster a
corporate culture underpinned by
the spirit of “unity, pragmatism,
and the pursuit of excellence,”
with a view to enhancing unity.

2. Senior management of the
Company (members of the Board
of Directors) honoured their pledge
and fulfilled their obligations by
over-accomplishing the 5-year
development plan set at the time
of listing and increasing return on
shareholders’ investment year-by-
year.
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Transparency on the Company has
been maintained. Several market
promotion functions were
organised each year. A Website
was set up to provide investors
with basic information on the
Company, statutory announcements,
management biographies and
business updates. A special team
was established to communicate
with investors and analysts and to
answer their questions.

An internal audit system was set
up to regularly audit the internal
control procedures of the Company
to ensure proper practices on a
problem prevention basis.

An audit committee was set up in
accordance with the requirements
of the Listing Rules to audit the
interim and annual results and

“Best Corporate Governance in China — 2001" awarded by The Asset Magazine

assist the Board of Directors in
carrying out its duties in internal
controls as well as financial and
management reporting.

The Company has set up special
groups to assist the President in
managing the construction and
regulation of various infrastructure
projects and furnish proposals for

major investments and fund

applications with a view to

optimising investments, cost

controls and efficiency

enhancement. These groups

include:

e The Fund Management
Committee

e The Production Safety
Committee

s The Project and Equipment
Tender Steering Group

e The
Group

Information Steering

The Company strengthened the
systematisation of its management
by establishing relevant governing
systems to regulate its internal
operation procedures and lower
business risks.

The "4-5" legal knowledge campaign
was launched in accordance with
the State’s requirement to enhance
legal awareness throughout the
Company’s staff and to facilitate
regulated management and decision-
making processes.




Structure of Human
Resources

As at 31st December 2001, the
total number of employees of
the Company was 9,067.

The Company was privileged by
the service of a team of high-
caliber management and
professional technical staff.
University degree halders,
university diploma holders,
graduates of intermediary
vocational colleges accounted for
38.1%, 35.3% and 15.8%,
respectively, of the management
team. Of the engineering and
technical staff, 47.6% were
university degree holders, 25.9%
were university diploma holders
and 18.0% were graduates of
intermediary vocational colleges.

Training programmes in 2001

Management personnel of the
Company were arranged to
attend seminars hosted by
renowned domestic economists,
management experts and
entrepreneurs. Senior
management staff from the
headqguarters and various power
plants received training in
business administration at the
School of Economics and
Management of Qinghua
University. Around 30 managers
at the intermediary or senior
levels took part in an in-service
training on financial knowledge
for a period of four months.
Another 100 managers at
intermediary level took part in an
in-service training on business
management for a period of two

months. Nearly 1,300 junior
managers and technical staff
members took part in training
related to new regulations,
policies, management rules, as
well as new knowledge,
technologies, processes and
materials organised by local
governments, the State Power
Company, NCPGC and the
Company. Nearly 3,500 workers
took part in training sessions
prior to receiving technical
assessments. About 99% of the
staff received training in 2001.

Plans for 2002

Human resource management
for power companies listed
overseas are facing stern
challenges following China’s
WTO accession and the
restructuring of the power sector
in China. While persisting in staff
training efforts, the Company
will seek to maximise its human
resource efficiency by adopting
effective measures to further
assess the overall quality of
middle-level and senior
managers, engineers and
technicians and devising more
effective integration of human
resources and more specific plans
for human resource
development, with a view to
satisfying both the Company’s
requirements and the need for
personal growth on the part of
employees.,
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Directors
Executive Directors

Yu Hongji

aged 60, Vice Chairman and
President. Mr. Yu joined the North
China Power System in 1968. He
had been Deputy Director of North
China Power Administration Bureau
and Deputy General Manager of
North China Power United Company
since 1991, Later he became Deputy
General Manager of NCPGC, a post
he held until July 1997.

Yang Hongming

aged 55, Chief Economist and
Company Secretary. Mr. Yang joined
the North China Power System in
1968 and has extensive experience
in the operation of power systems
and macroeconomics of the power
industry.

Non-executive Directors

Zhai Ruoyu
aged 55, Chairman of the Company
and General Manager of NCPGC.

Biography of Directors, Supervisors and Senior Management

Zhang Yi

aged 54, Deputy General
Manager. Mr. Zhang joined North
China Power System in 1982. Mr,
Zhang is a government-sponsored
expert designated by the State
Council.

Wang Xianzhou

aged 47, Chief Financial Officer.
Mr Wang joined North China
Power System in 1870 and has
proven expertise in the financial
management of power

companies.

Hu Shengmu
aged 41, Chief Accountant of
NCPGC.
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Yang Jiayi
aged 43, Deputy General Manager
of Beijing International Power
Development and Investment
Company.

Su Tiegang
aged 53, Deputy General Manager
of Hebei Construction Investment

Company.

Tong Yushang
aged 60, General Manager of Tianjin
Jinneng Investment Company.

Independent Non-executive Directors

Xu Daping

aged 58, Professor and Adviser for
Ph.D students at North China Power
University.

Liu Haixia
aged 40, General Manager of
Beijing International Power
Development and Investment
Company.

Ye Yonghui
aged 49, Manager of the Energy
Division of Hebei Construction

Investment Company.

Zhang Wantuo

aged 55, Deputy General Manager
of Tianjin lJinneng Investment
Company.

Wu Zhentao
aged 48, Managing Director of
Cathay International Group.




Supervisors

Zhang lie
aged 53, Chairman of the
Supervisory Committee.

Fu Guogiang
aged 39, Finance Manager of
NCPGC.

Shi Xiaofan
aged 49, Head of the Personnel
Department.

Company Secretary

Yang Hongming
aged 55, Chief Economist of the
Company.

Senior Management

Jin Yaohua
aged 41, Deputy General
Manager and Chief Engineer. Mr,
Zhang joined the North China
Power System in 1982. Having
been involved in the maintenance
and testing of power generating
units and production technology
management for many years, he
is well experienced in power plant
administration and the management
of production operations.
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Zhao Qingzheng

aged 58, Assistant to General
Manager. Mr. Zhao joined the
North China Power System in
1968, and has long been involved
in power generation, corporate
management and operational

. management. His expertise in the

power generation business is
coupled with extensive experience
in management.

Qiao Xinyi

aged 50, Director of the Work
Division Committee and Head of
Corporate Culture Department. Mr.
Qiao joined the North China Power
System in 1968. He has been
involved in the corporate and
operational management of power
generation companies for many
years and is well experienced in
administrative management.

Cai Enzhi

aged 58, Deputy Chief Engineer.
Mr. Cai joined the North China
Power System in 1967.

Song Yuluo

aged 48, Deputy Chief Engineer
and Production Manager. Mr.
Song joined the North China
Power System in 1876.

Wei Yuan
aged 46,
Economist and Planning and
Development Manager. Mr. Wei
joined the North China Power
System in 1977.

Deputy Chief




How will the tariff adjustment in early 2001 affect the Company’s
profitability? To what extent are tariffs expected to be further adjusted
in the future?

With the approval of the State Development Planning Commission, the tariffs of Units
5-8 of the Company’s Zhang Jia Kou Power Plant Phase Il were approved. The average
on-grid tariff for these four units was adjusted to Rmb317 per MWh. The new tariff will
help to boost the Company's average on-grid tariff and overall profitability.

According to the principles and spirit underlying the relevant documents issued by the
State, the Company expects the principles for setting tariffs for all newly constructed
power generation units to be based on the method of social average costing in place of
individual costing, with a view to encouraging efficiency enhancement and cost
reductions among power companies. The Company has been persistently carrying out




rigid cost controls and has succeeded in minimising construction costs of generation
units by using domestically made generation units and equipment wherever possible,
applying a stringent tender management system in the course of construction and
lowering finance costs. At the same time, the Company's power plants are strategically
located near coal mines and such proximity has contributed to an overall competitive
cost structure by effectively reducing the Company’s variable costs. Given the
Company's track record and its history in management effectiveness, it has advantages
from both the strategic and management perspectives in satisfying the management
objective of achieving a cost level lower than the social average cost. Under the system
of social average costing, the Company is expected to gain sufficient room for growth
in profit margins in order to further increase its market share as it will benefit from a
maore competitive cost structure. As the current average on-grid tariff of the Company is
still lower than that of the regional network, further reduction in its tariffs in the course
of further tariff adjustments in the future is very unlikely.

2) How did the Company manage to achieve its objective of lowering its
unit fuel cost in 2001 amid tough conditions in the coal market? What
are the Company’s future strategies in controlling fuel costs and hedging
against market risks?

Facing tough conditions in the coal market, the Company entered into a one-year
purchase agreement with major coal suppliers at the beginning of 2001, effectively
freezing the prices for planned coal purchases, which accounted for more than 85% of
the total amount of annual coal purchases. Thanks to successful negotiations, such
prices remained unchanged for the rest of the year. In respect of unplanned purchases,
which accounted for the remaining 15% of the total amount of annual coal purchases,
we shifted some of the orders to larger coal mines after small mines were closed by the
State. Our coal procurement structure was changed as a result and this had a net effect
of increasing our unit fuel cost by 0.8% as at the end of the first half of the year. The
Company adopted measures to adjust its coal procurement structure and effectively
curbed the rise in coal prices. Meanwhile, the Company also implemented effective cost
control management and lowered the level of coal consumption while increasing power




generation, successfully reducing the
coal consumption rate which was
2.96g9/kWh lower than that of the
previous year. Given the two factors
discussed above, the Company
managed to lower its unit fuel costs
by 1.78% for the full year despite
the external pressure of rising coal
prices in the national market,

reflecting the ability of the
management to control costs and
enhance competitiveness.

Taking into account the expected
situation in the coal market in 2002,

Beijing Datang Power, through its
negotiations based on the coordinated results in the nationa! coal supply conferences
held at the beginning of the year, has managed to keep the price level for planned coal
supplies, equivalent to 85% of its coal requirements, at a slight increase of 3.8% from
the corresponding period of last year, contrasted with the national average of 5%
increase. Small coal mines will resume production in the second quarter of 2002 after a
streamlining process which started at the end of 2001 and continued through early
2002, and the tight supply in the coal market will therefore be relieved. Coal prices for
the year are expected to stabilise from the second guarter onwards and may gradually
reduce. The Company’s costs on its coal purchases should increase by no more than 4%,
according to conservative estimates.

With respect to the Company's advantages and strategies in hedging price risks in the
coal market, the Company enjoys bargaining power in negotiations as the single largest
coal buyer in North China, while its longstanding relationship with major coal suppliers
means that stable cooperation based on mutual benefits will be sought. Meanwhile, the
Company will further enhance the management of power plant operations to further
lower coal consumption and achieve overall reduction in fuel costs for power
generation.




3)

Please give a preliminary detailed analysis on the objectives, content,
timetable and implementation measures of the structural reforms of
China’s power industry.

The primary objective of the structural reforms of China’s power industry is to introduce
market competition and enhance the overall efficiency of China’s power industry for the
ultimate benefit of end-users and the national economy as a whole. The main content
of the reforms inciudes the separation of power plants from power grids, the
introduction of power sale by competitive pooling and the concurrent implementation
of West-to-East power transmission strategy.

The separation of power plants and power grids refers to the separation from power grids
and the transfer of management of the current power generation assets with a total
capacity of 150 million KW in the system of the State Power Group held and managed by
on-grid companies to cross-regional power groups engaging exclusively in power
generation. It is expected that certain large-scale independent cross-regional power
groups will be formed and they will compete in the nationwide electricity market.

Power sale by competitive pooling will be implemented after the completion of the
separation of power plants

. R —_— e

from power grids with the
objective of «c¢reating a
nationwide competitive
electricity market. Such a
competitive pricing mechanism,
however, will be introduced on
a gradual basis in accordance
with market developments, as
the supporting technologies
and the legal and regulatory
frameworks required have yet
to be put in place, coupled with
the fact that the demand for
power supply has been growing
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4)

strongly on a nationwide basis in recent years and the power market is partially under-
supplied in terms of total volume.

The transmission of power from the West to East represents a strategy that underpins
the reform of the power industry. This strategy has been determined by the fact that
China's natural resources are mainly located in the West while high-growth regions for
power demand maostly concentrate in the East. In a move to encourage West-to-East
power transmission, the State has not only budgeted capital expenditure required by the
construction of West-to-East power transmission networks in its 10th Five-Year-Plan, but
has also formulated a series of policies offering preferential treatments to encourage
investments for the development of power projects in the West. Coupled with the policy
of developing cross-regional power markets in the country, China’s West-to-East power
transmission is expected to form three major transmission channels in the northern,
central and southern regions.

The pace of restructuring in the power industry is expected to accelerate in the next one
or two years as driven by China’s ongoing economy development. Given the complexity
of the restructuring involved and the significant impact that any changes might have on
the livelihood of the people, the process of reforms will be a gradual one.

What development strategies does Beijing Datang Power plan to adopt
in the light of the structural reforms of the power industry? What
comparative advantages is the Company relying on and what are its
ultimate goals?

The structural reforms of the power industry with respect of introducing price
competition represents opportunities as well as challenges for all power companies. For
Beijing Datang Power, there would be more opportunities than challenges due to its
proper management and sufficient preparation. The Company’s strategies, advantages
and goals in light of the reforms can be summed up as follows: correct positioning in
the market, comprehensive competitive strategies and well-defined development

objectives.




5)

The Company's development strategies are based on a correct positioning in the future

competitive market. The Company positions itself as a leading and strongly competitive
independent power supplier in China with an international reputation, focusing on
power generation while owning and managing power generation assets throughout the
nation.

The Company is also fully geared up to further its development in line with reforms and
has built a sound foundation, as evidenced by: the track record of its profit growth and
effective cost controls reflects the standard of its corporate management and the quality
of its manégement team. To keep the management ready for rapid business expansion:
the Company’s well-defined development strategies and planning have been a major
factor in promoting business growth and enabling the Company to seize opportunities
ahead of others in the reform process. The current prudent financial strategies and
sound balance sheets have provided strong cashflows for the Company to accelerate
development. As a listed company, the Company enjoys effective financing sources and
a variety of financing means to support the Company's business development.

The key word underlining the Company's objective for business development is
“growth”: growth across regions, growth by economies of scale, growth that is
sustainable, growth in competitiveness and growth in shareholders’ value.

How will the Company be affected by Beijing’s hosting of the 2008
Olympic Games?

As the largest power supplier in Beijing and the BTT Area, Beijing Datang Power is set to
become a direct beneficiary of Beijing’s hosting of the 2008 Qlympics Games. Following
Beijing’s successful bid for hosting the Games, China will be making substantial
investments in relevant infrastructure construction, such as major sports facilities,
upgrades in communication facilities, airport expansion, highway construction, etc, in
order to improve the environment for the Games. in Beijing alone, no less than Rmb180
billion will be invested in the construction of Olympic-related facilities. Based on the
estimates of Beijing Statistics Bureau, increased investments and consumer’s demand
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6)

brought about by the Olympic Games might drive up Beijing's annual GDP growth by
2.5 percentage points, assuming correlation between Beijing’s local GDP growth and
growth in investment and demand. Given the strong correlation between Beijing’s local
GDP growth and growth in power demand shown in the past 20 years, growth in power
demand in Beijing and its peripheral areas in the coming five to seven years is estimated
to have an extra increase of 1 to 1.5 percentage points annually, as stimulated by
investments related to the Olympic Games. As the power supplier who enjoys the
largest market share in the BTT power grid, the Company has started strategic
preparations by increasing its market share in the area and speeding up power
transmission to Beijing from the West. Given the fact that almost all new additions to
the installed capacity of power generation in the BTT Area in the next five years wili be
owned by the Company, there are sufficient reasons to believe that the Company will
benefit from the continuous and staole growth in power demand in the BTT Area
stimulated by investments related to the Clympic Games in the next seven years.

What are the Company’s views on the relationship between environmental
protection and development? Is thers a corresponding strategy?

Environmental protection has become
an increasingly important issue for
maintaining sustainable social and
economic development following
China’s rapid economic development
and continuous improvements in the
living standard of its people in recent
years. Environmental protection has
always been a task integral to the
Company’'s strategy for sustainable
development. The Company puts
emphasis on environmental protection
on every step of the entire protection
process including project planning,
construction, production and




technological upgrades. it has also moved ahead to formulate appropriate strategies in
anticipation of future upgrades in environmental protection standards. First of all, all the
existing units are now in full compliance with corresponding emission standards stipulated
by the State after undergoing relevant technological upgrade programmes. Secondly, the
environmental protection factor has been incorporated into the Company’'s overall
planning for new constructions and technological upgrades. Specific strategies include: 1)
actively introduce and use advanced environmental technologies, such as clean-coal
combustion, gas-fired combustion, combined steam recycling, etc to achieve further
reductions in toxic emissions to the extent permitted by the cost structure; 2) actively carry
out integrated technological upgrade programmes for the current operating units through
technological upgrades to increase their environmental protection standards and to
reduce toxic emissions; and 3) re-align the fuel structure taking into account
characteristics of the existing units in the course of fuel purchases, and reduce the
purchase of coal that contains a high level of sulphur and phosphorous to improve
emission standard of the existing units.

The Company has always viewed environmental protection as an important factor
contributing to sustainable development, as well as a social obligation and contribution
to be performed by the Company as a responsible member of the utilities sector. That's
why the Company has included environmental protection as a key item for
consideration and implementation in its long-term development plan and its current
specific development projects.




7)

What are the specific goals, details and strategic significance of the cost
control strategies that the Company has been actively adopting?

The Company's competitiveness is largely determined by its cost competitiveness at the
end of the day. According to the cost structure characteristics of the power industry,
construction costs, fuel costs and financing costs together account for approximately
80% of the total expenditure of a power generation operator, where construction costs
are usually accounted for as depreciation, fuel costs are mainly recognised under
variable costs and financing costs are shown as capital costs that would in turn affect
construction costs and financial expenditures. Therefore, successful management of
these three items is the core to effective cost controls and the Company has

implemented corresponding cost control measures for each of these areas.

To strictly control construction costs, first of all, the Company gives priority to
domestically made power generation units that are priced with obvious competitive
edge in its équ}pment purchase, where reliability and efficiency are comparable.
Secondly, rigid tender system for equipment purchase and contracting of construction
projects has been developed to ensure minimum equipment and construction costs with
guaranteed quality. Finally, professional engineering designers and consultants are
appointed to help deliver optimal engineering designs for power plants.

To strictly control fuel costs, the Company gives priority to building new power stations
near coal mines to ensure reliable supply of coal and to reduce transportation costs,
resulting in cost advantages in the long run. For new construction projects and
acquisitions, priority is given to medium to large-scale power generation units with a
view to lowering the general coal consumption level and structurally enhancing the
overall operating efficiency of the Company’s units.

To effectively control financing costs, the Company will explore the diversity of financing
sources by leveraging its advantage as a listed company and identify financing
opportunities with the lowest possible cost. Meanwhile, the Company will seek to




reduce its overall weighted average capital costs and improve the return on
shareholders’ investment by further optimising its capital structure to match with its

business development.

in sum of the above, the management’s successful cost control strategies as well as its
ability to implement such strategies have been reflected in the Company’s track record.
There are reasons to believe that with further enhancements in its cost control efforts
on the basis of the existing management system, the Company will have its competitive
edge enhanced in the future competitive electricity market and will be geared up with
such strengths to take its operating results and the return on shareholders’ investment

to new heights.
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The Directors are pleased to present the audited results of the Company and its subsidiaries
for the year ended 31st December 2001.

Listing and [ssue of Shares

The Company’'s H shares have been listed on The Hong Kong Stock Exchange Limited and the
London Stock Exchange since 21st March 1997. The Company did not issue any new shares

during the Year.
Performance of the Company's H Shares in 2001:

31st December 2001
Closing price per H Share HK$2.53

From 1st January 2001 to 31st December 2001
Highest traded price per H Share HK$3.28

From 1st January 2001 to 31st December 2001
Lowest traded price per H Share HK$1.93

From 1st January 2001 to 31st December 2001
Total number of H shares traded 3,702,389,000 shares

Accounts

The audited consolidated results for the year ended 31st December 2001 are set out in the

Consolidated Income Statement on page 58.
The financial position as at 31st December 2001 is set out in the Balance Sheets on page 57.

The consolidated cash flows for the year ended 31st December 2001 are set out in the

Consolidated Statement of Cash Flows on page 60.




Main Businesses

The main businesses of the Company are to acquire, own and operate existing coal-fired

power plants and to develop, construct, own and operate new power plants.

Major Suppliers and Customers

The percentage of purchases and sales attributable to the Company’s suppliers and customers

for the Year are as foliows:

Percentage
Purchases
The largest supplier 26%
Five largest suppliers 62%
Sales
The largest and only customer 100%

Save far NCPGC, none of the directors, supervisors, their associates or shareholders, to the
knowledge of the directors, own more than 5% of the capital of the Company’s suppliers

and customers mentioned above during the Year.

Subsidiaries and Associated Company

At 31st December 2001, the Company's subsidiaries are Tianjin Datang Panshan Power
Generation Company, Inner Mongolia Tuoketuo Power Generation Company Limited, Shanxi
Datang Shentou Power Generation Company Limited, Shanxi Datang Pingwang Heat and
Power Company Limited, Yunnan Datang Honghe Power Generation Company Limited,
Gansu Datang Liancheng Power Generation Company Limited, Hebei Huaze Hydropower
Development Company Limited and the Company’s associated company was North China
Electric Power Research Institute Company Limited. Hebei Datang Tangshan Thermal Power
Company Limited became the Company’s subsidiary in February 2002,




Dividends and Earnings Per Share

Details of dividends and earnings per share are set out in notes 24 and 25 to the financial

statements on page 92.

Reserves

Movements in reserves during the Year are set out in note 14 to the financial statements on

page 79 to page 81.

Property, Plant and Equipment

Details of movements in property, plant and equipment during the Year are set out in note 3
to the financial statements on page 74 to page 75.

Share Capital

There were no changes in the share capital of the Company during the Year.

Share Capital Structure

As at 31st December 2001, the total number of shares issued by the Company was
5,162,849,000 shares. The Company's shareholders were NCPGC, Beijing International Power
Development and Investment Company, Hebei Construction Investment Company, Tianjin
Jinneng Investment Company and foreign holders of H Shares, holding 1,828,768,200
domestic shares, 671,792,400 domestic shares, 671,792,400 domestic shares, 559,827,000
domestic shares and 1,430,669,000 H shares, respectively, representing 35.43%, 13.01%,
13.01%, 10.84% and 27.71%, respectively, of the entire share capital of the Company.

Use of Proceeds

The Company’s shares were listed on The Hong Kong Stock Exchange Limited and the London
Stock Exchange on 21st March, 1997. Net proceeds raised were approximately Rmb3,702
million. As at 31st December 2001, all the net proceeds had been used up as follows:




° approximately Rmb1,383 miilion for the acquisition of Unit 1 of Zhang Jia Kou Power
Piant;

° approximately Rmb1,253 million for the construction of Zhang Jia Kou Power Plant
Phase |l

° approximately Rmb765 million for investment in Tianjin Datang Panshan Power

Generation Company Limited; and

o approximately Rmb301 million for investment in Inner Mongolia Datang Tuoketuo
Power Generation Company Limited.

Number of Shareholders

Details of the shareholders as recorded in the register of members of the Company at 31st
December 2001 are as follows:

Total number of shareholders 428
Holders of domestic Shares 4
Holders of H Shares 424

Shares Held By Substantial Shareholders

As at 31st December 2001, the largest shareholder of the Company was NCPGC, which held
1,828,768,200 domestic shares, representing 35.43% of the entire share capital of the
Company. Beijing International Power Development and investment Company, Hebei
Construction and investment Company and Tianjin Jinneng Investment Company are
respectively interested in 671,792,400, 671,792,400 and 559,827,000 domestic shares in the
Company, representing 13.01%, 13.01% and 10.84% of the total share capital of the

Company, respectively.
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Save as disclosed above, as at 31st December 2001, the Company was not aware of any
shareholding interests which were required to be disclosed pursuant to the Securities
{Disclosure of Interests) Ordinance (the “SDI Ordinance”).

Interests of Directors and Supervisors in Share Capital

None of the directors, supervisors or their respective associates had any interests in the share
capital of the Company or any of its associated corporations (as defined in the SDI Crdinance)
which were required to be notified to the Company and the Hong Kong Stock Exchange
pursuant to Section 28 of the SDI Ordinance, including interests which were deemed or taken
to be owned by such persons under Section 31 or Part | of the Schedule to that Ordinance, or
which were required, pursuant to Section 29 of that Ordinance, to be entered in the register
referred to therein or which were required to be notified to the Company and the Hong Kong
Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed

Companies.

Directors’s Service Contracts

Each of the executive directors entered into a service contract with the Company with a term
from 1st July 2001 to 30th June 2004.

Interests of Directors and Supervisors in Contracts

No contracts of significance in relation to the Company's business to which the Company or
any of its subsidiaries was a party, and in which any director or supervisor had a material

interest, subsisted at the end of the Year or at any time during the Year.

Directors’and Supervisors’ Benefits from Rights to Acguire Shares or
Debentures

No arrangements were made by the Company or its subsidiaries at any time during the Year
for any director or supervisor of the Company to acquire any shares in or debentures of the

Company or any of its subsidiaries.




Five Highest Paid Individuals

All of the five highest paid individuals of the Company during the Year include directors and
senior management staff. Details of their remuneration are set out in note 23 to the financial

statements set out on page 91.

Purchase, Sale and Redemption of the Company’s Listed Securities

There was no purchase, sale or redemption of the Company's listed securities by the
Company during the Year.

Bank Borrowings, Overdrafts and Other Borrowings

Apart from the short-term loans and long-term loans as set out in notes 15 to 16 to the
financial statements on page 82 to page 84, there were no other loans as at 31st December
2001,

Pre-emptive Rights

According to the Articles of Association of the Company, there is no pre-emptive right

requiring the Company to offer new shares to the existing shareholders in proportion to their

shareholdings.
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Connected Transactions
Transactions involving the NCPGC and its associates

During the Year, the Company has entered into the following connected transactions with
NCPGC and its associates as agreed. The Company has been exempted from compliance with
provisions relating to connected transaction set out in Chapter 14 of the Listing Rules of the
Hong Kong Stock Exchange:

Details Amount (Rmb‘000)
1. Sale of electricity to NCPGC 6,550,620
2 On-grid service fee payable to NCPGC 24,297
3. Fuel management fee payable to NCPGC 23,909
4. Coal ash disposal fee payable to NCPGC 75,861
5 Rental payable to NCPGC 8,494

The independent non-executive directors have reviewed the transactions described above and

have confirmed that:

(1) the transactions described above had been entered into by the Company in the ordinary

and daily course of its business;

(2) the transactions described above had been entered into either (a) on normal commercial
terms (which expression will be applied by reference to transactions of a similar nature
made by similar entities within the PRC), or (b) where there is no available comparison,
on terms that are fair and reasonable so far as the shareholders of the Company are

concerned; and

(3) the transactions described above have been entered into either (a) in accordance with
the terms of the agreements governing such transactions, or (b) where there is no such

agreement, on terms no less favourable than terms available to third parties.




The auditors of the Company have reviewed the transactions described above, and have
advised the directors in writing that:

{a) the transactions described above had received the approval of the directors;

(b) the transactions described above had been entered into in accordance with the terms of
the agreements governing such transaction, and the pricing method as stated therein,
or relevant regulations stipulated by the State, if applicable; and

(¢) the transactions described above had not exceeded the relevant cap applicable to such
transactions.

Transactions involving North China Power Group Finance Company Limited

During the Year, the Company has received an interest income amounting to approximately
Rmb2,462,000 in respect of deposits held with North China Power Group Finance Company
Limited.

The Company and its subsidiaries incurred. interests expenses of approximately
Rmb 12,806,000 in respect of loans extended by North China Power Group Finance Company
Limited.

The Company received from North China Power Group Finance Company Limited a dividend
income of approximately Rmb5,479,000.

Transactions involving North China Electric Power Research Institute Company Limited

During the Year, the Company paid technical service fees amounting to approximately
Rmb22,104,000 to North China Electric Power Research Institute Company Limited.

Material Litigation

The Company was not involved in any material litigation during the Year.




Retirement Scheme

According to relevant government policies, a basic pension insurance premium was paid on
behalf of our employees by the Company, whereby the employees would receive a monthly
pension payment from the government after they retire. In addition, the Company has also
launched a supplementary retirement plan, whereby employees will make monthly
contributions in accordance with their years of service as individual savings retirement
insurance fund, while the Company will contribute an amount equivalent to twice the
amount of the employees’ contributions. The Company may at its discretion provide
additional non-recurring corporate supplemental savings retirement insurance fund
depending on the operating results of the year. Upon retirement or exceptional requirement,
the staff will receive pension payment comprising their own contributions and the Company’s
contributions. Apart from such contributions, the Company has no other liabilities towards

the staff retirement scheme.

Interaest Capitalised

During the Year, interest capitalised in respect of construction-in-progress amounted to
approximately Rmb251,884,000.

Other Significant Events

1. The Company and its subsidiaries have finalised a scheme for selling staff quarters to its
staff in 1999. Under the scheme, the Company and its subsidiaries would provide
housing benefits, which represented the difference between the net book value of the
staff quarters sold and the proceeds collected from the employees, to its staff to enable
them to buy staff quarters from the Company at preferential prices. The estimated
housing benefits are expected to benefit the Company and its subsidiaries over 10 years
which is the estimated average remaining years of service of the relevant employees.
Upon completion of the sales of the staff quarters to the employees, the housing
benefits incurred are recorded as deferred assets by offsetting against accruals
previously made and the remaining balance will be amortized over the remaining service

life of the relevant employees.




2. During the Year, the Company's American Depositary Receipts have been approved by
the China Securities Regulatory Commission and the U.S. Securities and Exchange

Commission to be traded in the U.S. over-the-counter market.

Code of Best Practice

To the knowledge of the Directors, the Company had complied with the Code of Best
Practice set out in Appendix 14 of the Listing Rules of the Hong Kong Stock Exchange
throughout 2001.

Auditors

The Company’'s financial statements prepared under International Financial Reporting
Standards have been audited by Arthur Andersen & Co. A resolution to re-appoint Arthur

Andersen & Co as the international auditor will be proposed at the Annual General Meeting.

By Order of the Board
Zhai Ruoyu

Chairman

5th March 2002




To all shareholders:

The three members of the Supervisory
Committee of Beijing Datang Power have
conscientiously exercised their functions
and powers to protect the interests of
shareholders and the Company in
adherence to the principle of faithfulness
and have performed their duties with due
prudence, initiative and diligence
pursuant to the Company Law of the
Peoples’ Republic of China, the relevant
laws and regulations of Hong Kong and
the Articles of Association of the
Company. Our principal duties are: to sit
in Board meetings and to opine on major
issues such as production operations,
technological  reforms,  project
development and investments; to
seriously monitor the guiding principles
for decision-making and the major
decisions made to ensure compliance
with the laws and regulations of the State
and the Articles of Association and that
they are in the interests of shareholders
and staff; to audit regularly the financial
conditions, review the financial reports
submitted by intermediaries, carry out

vetting of the financial report and profit
distribution plan submitted to the general
meeting by the Board of Directors and
conscientiously supervise the process.

With the assistance of various
intermediaries and professionals, the
Directors, President and other senior
management of the Company have
actively organised the staff to carry out
their duties pursuant to the Articles of
Association and have obtained
satisfactory results in implementing
standardised operations, further
enhancing production safety
management and financial budget
management, increasing economic
efficiency and implementing positive
investment plans. The consclidated net
profit of the Company for 2001
amounted to Rmb1,438,060,000
according to International Accounting
Standards, generating satisfactory
revenue for shareholders. The
Company has also achieved asset value
maintenance and enhancement.

The Supervisory Committee has
regularly examined accounting
evidence, books of accounts and
accounting reports and has reviewed
part of the intermediary’s report on the
Company. In the opinion of the
Supervisory Committee, the financial
statements of the Company have been
accurately and lucidly prepared with
completeness in information, and the
financial management and accounting
functions of the Company have
complied with the Accounting Law of
the People’s Republic of China and the
accounting standards issued by the
Ministry of Finance of the People’s
Republic of China. The Supervisory
Committee has not discovered any
problems in respect of the foregeing.

The Supervisory Committee has
reviewed the financial report and profit
distribution plan prepared by the Board
of Directors of the Company for
submission to the general meeting and
gives full concurrence thereto.

The Supervisory Committee has
reviewed the Report of the Directors to
be submitted to the general meeting
and believes that it truly and
objectively reflects the operating
results and asset status of the
Company for 2001. In the course of
the Company's operations, the Board
of Directors, the President and other
senior management of the Company
have complied with their fiduciary
duties and discharged their duties
diligently in the exercise of their rights
or performance of their obligations. No
cases of power abuse or infringement
of the interests of shareholders and
staff have been found so far.

The Supervisory Committee is satisfied
with the assurances furnished and the
results and economic efficiencies
achieved by the Company, and is fully
confident about the Company’s
prospects for development. Members
of the Supervisory Committee shall
continue to effectively monitor the
operation of the Company and
contribute to its development.

On Behalf of
the Supervisory Committee

Zhang Jie
Chairman of
the Supervisory Committee

5th March 2002




The comments below are a
general guide only, based on tax
law and practice in force as at
the date of this document that
may be subject to changes or
revisions. They relate only to
certain limited aspects of the tax
position of United Kingdom
("UK") resident shareholders of
the Company and may not
apply to certain classes of
shareholders. This section is not
intended to be and should not
be construed as legal or tax
advice to any particular
shareholder. if you are in any
doubt as to your tax position you
should consult an appropriate
professional advisor.

Shareholders of the Company
who are resident in the UK will
generally be subject to UK
income tax or corporation tax
on the gross amount of
dividends paid by the Company,
but will normally be entitled to a
credit against such UK income

tax or corporation tax for any

PRC withholding tax charged on
the dividend.

Under the
taxation treaty between PRC
and UK, shareholders of the

current double

Company who are resident in the
UK will generally be entitled to a
reduced rate of PRC withholding
tax on dividends paid to them by
the Company, on making an
application to the appropriate
PRC tax authority (details of
which can be obtained from
such shareholders’ respective UK
tax offices).

Furthermore, corporate
shareholders of the Company
who are resident in the UK and
which control
indirectly) at least 10% of the
voting rights of the Company will

(directly or

be entitled to credit against UK
corporation tax chargeable in
respect of dividends paid to them
by the Company for any
underlying PRC tax payable by
the Company in respect of the
profits out of which dividends
were paid.

If dividends
shareholders resident in the

payable to

United Kingdom are paid
through a paying or collecting
agent in the United Kingdom,
such agent may be required to
withhold an amount in respect of
United Kingdom tax at the lower
rate {(currently 20%). Certain
United Kingdom tax exempted
shareholders may be able to
obtain exemption from such
withholding on making an
appropriate declaration to the
agent in the form prescribed by
the United Kingdom inland
Revenue.




Auditors’ Report

5
ANDERSEN

Arthur Andersen & Co
21st Floor, Edinburgh Tower
The Landmark

15 Queen’s Road Central
Hong Kong

TO THE SHAREHOLDERS OF
BEIJING DATANG PCWER GENERATICN COMPANY LIMITED
(Incorporated in the People’s Republic of China with limited liability)

We have audited the accompanying balance sheet of Beijing Datang Power Generation Company Limited (the “Company”) and
consolidated balance sheet of the Company and its subsidiaries as at 31st December 2007, and the related consolidated
statements of income, changes in equity and cash flows for the year then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements give a true and fair view of the Company’s financial position and the financial position of
the Company and its subsidiaries as at 31st December 2001, and of the results of their operations and cash flows for the year
then ended in accordance with International Financial Reporting Standards, as published by the International Accounting
Standards Board.

ARTHUR ANDERSEN & CC
Certified Public Accountants

Hong Kong, 5th March 2002




Balance Sheets

As at 31st December 2001
(All amounts expressed in thousands of Renminbi (“Rmb”))

-
Lompat

subst

2001 2000

Note(s) . 2009 |
ASSETS | ‘ ;
Non-current assets ! ] 1 ‘
Property, plant and equipment, net 3 16,885,801 ¢ 14,469,945 90,789,234 © 11,116,234
Land use rights 4 D 243,538 | 249,905 1 243,534 249,342
Investment in subsidiaries 5 ] = — 1 1,320,554 1,067,135
Investment in an associate 6 ] 38,913 | 30,000 33,998 30,000
Available-for-sale investments 7 i a48,920 | 46,020 46,920 46,020
Goodwill 8 50,337 | 55,929 58,837 55,929
Deferred housing benefits 9 J 281,295 | 229,518 ' 267,205 229,518
Deferred tax assets 21 : 90,830 — — . —_
97,392,490 © 15,081,317 | 92,752,787 | 12,794,178
} .
Current 2ssels ! | ]
Inventories 10 L 256,094 257,700 1 230,202 | 257,559
Other receivables and current assets | 177,968 133,460 . 154,278 117,397
Due from a shareholder 22 ‘1 439,727 | 277,463 | 404,792 276,401
Investments held for trading 7 ; 283,687 41,185 | 285,687 41,185
Short-term bank deposits for over three months 1M i 3,250,046 2,987,114 3,230,045 ! 2,987,114
Cash and cash equivalents 12822 | 1,273,922 @ 1,207,906 , 9,234,579 . 1,142,273
5,677,559 | 4,904,828 | G,539482 4,821,929
Total essets | 23,190,048 19,986,145 ' 18,282,269 ' 17,616,107
; - ; ,
EQUITY AND LIABILITIES I : ‘r‘ ;
Equity ! 1 ; J
Share capital 13 | 5962849 1 5162849 | 5462849 5,162,849
Reserves 14 L B,640,787 7,767,727 B.640,7%7 7,767,727
Retained earnings ! 3,735 — f = . —
Tota! equity 93,852,830 12,930,576 | 93,808,896 © 12,930,576
Winority interests ‘ 529,800 403,462 ( = —
, | ; ‘
Non-current labiiities ] :
Long-term loans 15 L 5,229,084 4,627,096 ' 2,775,000 | 3,100,402
Deferred tax liabilities 21 f 33,570 . — 9,576 - —
. G2B2/634 . 4,627,006 | 2,784,596 @ 3,100,402
i i T ”
Current kabifities ; ;
Accounts payable and accrued liabilities 17822 {408,188 1,159,286 1,055,877 961,409
Short-term loans 6 | 249,920 190,000 | = -
Current portion of long-term loans 15 i 360,356 261,647 198,660 209,660
Taxes payable } GAE, 504 | 414,078 452,020 ! 414,060
| 2,343,988 . 2,025011 | 9,904,057 . 1,585,129
Tota! lizbilittes | 8,807,382 6,652,107 & 4488633 @ 4,685531
Total eguity and liabiiities | 23,788,043 ‘ 19,986,145 | 18,202,289 . 17,616,107
Approved by the Board of Directors on 5th March 2002;
Yu Hongit HWang Kianznou
Director Director

The accompanying notes are an integral part of these financial statements. e




Consolidated Income Statement

For the year ended 31st December 2001
(All amounts expressed in thousands of Rmb, except per share data)

Note 2005 2000
vEnUE 22(a) 5,558,548 5,694,195

Croerating costs
Local government surcharges ‘ {85,749) (73,554)
Fuel 22(a) . (9,954,195) (1,686,775)
Repair and maintenance (229,458 (184,281)
Depreciation {(9.071,565) (904,356)
Wages and staff welfare (364,163) (285,887)
Others 22 o (733,344) (505,840)
Total operating costs (6,452,905 (3,650,693)
19 2,097,715 2,043,502
6 i3 —
144,507 171,698
20 (99,974 (144,643)
= 2,070,557
21 (695,257)
1,437,689 1,375,300
{"o;}@;\ -
Nat orati C0A58,080 1,375,300
ronosed Cividends 24 877,584 516,285
Zarnings ver shere, oasic (Ronk) 25 0.28 0.27
Proposes civideny 25 ‘ D57 0.10

The accompanying notes are an integral part of these financial statements.




Consolidated Statement of Changes in Equity

For the year ended 31st December 2001
(All amounts expressed in thousands of Rmb)

Statutory
Stetutory subdiic Discrationary
Share Capital surplus  welfare surdlus Restricted

Note Canital reserve reserve fund reserve Sivigends reserve  2arnings otal
Balance as at 1st January 2000 5,162,849 3,653,421 540,081 228,675 1,970,250 309,771 — — 11,865,047
Dividends declared 24 — . — — — — (309,771) — —  {309,771)
Net profit — — — — — — — 1,375,300 1,375,300
Transfer between reserves 14 (¢) — — 130,532 (130,532) — — - — —
Profit appropriations 14 — — 137,530 137,530 583,955 — —  (859,015) —
Proposed dividends 24 — — — — — 516,285 —  (516,285) —
Balance as at 31st December 2000 5,162,849 3,653,421 808,143 235,673 2,554,205 516,285 — — 12,930,576
Dividends declared 24 -— — — — — (516,285) — — (516,285)
Net profit — — — — — — — 1,438,060 1,438,060
Transfer between reserves 14 (¢) — — —  (114,758) 114,758 — — — —
Transfer to restricted reserve 14 (e) — — —  (258,881) — — 226,521 32,360 —
Profit appropriations 14 — — 142,845 142,845 258,331 — - (544,021) —
Proposed dividends 24 - - - == 877.684 — (877684 = —
[Bam@@ 26 &t Biel Dacemiber 2007 5162800 5685421 950,988 AL 2,997,206 77,566 225,321 43718 15,852,554

The accompanying notes are an integral part of these financial statements.




Consolidated Statement of Cash Flows

For the year ended 31st December 2001
(All amounts expressed in thousands of Rmb)

Note 2007 2000
CZzsn flows Trom onereting activities

Cash provided by operations 26(a) 3,721,287 3,146,615
Enterprise income tax paid 1675,237) (564,330)
Dividends paid (396,28%) (309,771)

Net cash provided by operating activities 1,929,683 2,272,514

Additions to short-term bank deposits for over three months (242,932) (432,499)

Acquisition of investments held for trading (@98,348) {(100,000)

Proceeds from disposal of investments held for trading 170,340 59,450

Acquisition of subsidiaries 26(b)&(c) (14,5745 (51,546)

Acquisition of Unit 2 of Zhang lJia Kou Power Plant - (424,045)

Investment in an associate = (30,000)

| Addition to available-for-sale investment (900) —
Additions to property, plant and equipment (8,937,613) (3,224,335)
Proceeds from disposal of property, plant and equipment ! 479 | 730
Interest received L 142,235 | 171,402
: Dividends received | 5,479 6,646
Net cash used in investing activities | (3,387,789) (4,024,197)

| Cash Tiows from financing activities

5 Capital contribution from minority shareholders into subsidiaries 122,878 162,660
i Proceeds from long-term loans 2,277,368 2,048,227
‘ Proceeds from short-term loans 1,395,560 270,000
Repayment of long-term loans (608,472) (492,595)

Repayment of short-term loans 19,264,440) (135,000)

Interest paid (319,583) (277,752)

Net cash provided by financing activities 4,523,312 1,575,540

et ingrease ([decrease) in cash end ¢ash egulveiants ; 35,296 ; (176,143)

Cash and cash equivalents, beginning of year L9 .2007,800 ‘ 1,384,049

Cash and cash aguivaients, end of year | 1,273,522 | 1,207,906

The accompanying notes are an integral part of these financial statements.




Notes to the Financial Statements

31st December 2001
(All amounts expressed in Rmb unless otherwise stated)

=

ORGANISATION AXD OPERATIONS

Beijing Datang Power Generation Company Limited (the "Company") was incorporated in Beijing, the People’s Republic of
China (the "PRC"), on 13th December 1994 as a joint stock limited company. Subsequent to the listing of its H shares on
the Stock Exchange of Hong Kong Limited and the London Stock Exchange Limited on 21st March 1997, the Company was
registered as a Sino-foreign joint venture on 13th May 1998. The Company and its subsidiaries currently own and operate
five coal-fired power plants and one hydropower plant in Hebei Province, Beijing City and Tianjin City of the PRC,

The principal activity of the Company and its subsidiaries is power generation in the PRC. The Company and its subsidiaries
conduct its business within one industry segment. As at 31st December 2001, the instalied capacity of the Company and its

subsidiaries is as follows:

Total insta.led

Operating Plants cepead the located
(Mw) (MW)
Four original operating plants:
Dou He Power Plant 1,550 1,550 Hebei
Gao Jing Power Plant 600 600 Beijing
Xia Hua Yuan Power Plant 400 400 Hebei
Zhang Jia Kou Power Plant 2,400 2,400 Hebei
Sulbsidiaries
Datang Panshan Power Plant 600 450 Tianjin
Huaze Hydropower Power Plant 20 18 Hebei
5,570 5,418
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Notes to the Financial Statements «conta)

31st December 2001
(All amounts expressed in Rmb unless otherwise stated)

TRAITONS (CONT'D)

The Company holds equity interests in the following subsidiaries and associate, all of which are limited liability companies
established and operated in the PRC:

T em
Ui

0]

va
]

‘000

‘000

Tianjin Datang Panshan 6th August 1997 1,050,791 1,050,791 75% Power generation
Power Generation Co. '

Ltd. (“Datang Panshan”)

Inner Mongolia Datang 17th November 1995 200,194 200,194 60% Power generation
Tuoketuo Power (construction-in-
Generation Co. Ltd. progress)
("Datang Tuoketuo”)

Hebei Huaze Hydropower 29th July 1998 59,161 59,161 90% Hydropower
Development Company generation
Limited ("Huaze
Hydropower”)

Shanxi Datang Shentou 8th December 1998 20,000 20,000 60% Power generation
Power Generation {(pre-construction)
Company Limited
("Datang Shentou”)

Shanxi Datang Pingwang 14th July 2000 10,000 10,000 80% Power generation
Heat and Power {pre-construction)
Company Limited
("Datang Pingwang")

Yunnan Datang Honghe 27th April 2001 10,000 10,000 70% Power generation
Power Generation (pre-construction)
Company Limited
(“Datang Honghe")

Gansu Datang Liancheng 18th August 2001 10,000 10,000 55% Power generation
Power Generation (pre-construction)
Company Limited
(“Datang Liancheng”)

Hebei Datang Tangshan 21st February 2002 10,000 10,000 80% Power generation
Thermal Power (pre-construction)
Company Limited
(“Datang Tangshan”)

(Note 29(b))
l\io?th ~China Electric Power  7th December 2000 100,000 100,000 30% Power related

Research Institute
Company Limited

technology services
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CRGANISATION AND QPERATIONS (CONT'D)

According to the Shareholding Transfer Agreement dated 15th November 2000 and Supplemental Agreement dated 30th
April 2001, the Company agreed to acquire 60% equity interest in Datang Shentou {(previously named as Shanxi Shentou
Huajin Electric Co. Ltd.) for a total consideration of Rmb12 million (See Note 26 (b) below). Datang Shentou is a limited
liability company established in the PRC to construct and operate the second phase of Shanxi Shentou No. 2 Power Plant
Project with estimated total investment of approximately Rmb5.1 billion. Datang Shentou has become & subsidiary of the
Company since 30th April 2001.

On 9th May 2001, the Company entered into an Equity Interest Transfer Agreement to acquire 80% equity interest in
Datang Pingwang for a total consideration of Rmb8 million (See Note 26(c) below). Datang Pingwang is a limited liability
company established in the PRC to construct and operate the technological renovation project of replacing small units with
larger units at Datong First Power Plant with estimated total investment of approximately Rmb1.7 billion. Datang Pingwang
Heat and Power has become a subsidiary of the Company since 9th May 2001,

The effect of the acquisition of Datang Shentou and Datang Pingwang on the consolidated financial statements of the
Company and its subsidiaries is not material (see Note 26(b) and {c) below).

According to the tnvestment Agreement dated 7th January 2001 and the Supplemental Investment Agreement dated Sth
May 2001, the Company has invested in 70% equity interest in Datang Honghe (greviously named as Yunnan Kaiyuan
Power Generation Company Limited). Datang Honghe is a limited liability company established in the PRC to construct and
operate Yunnan Honghe Power Plant with estimated total investment of approximately Rmb2.7 billion.

On 28th May 2001, the Company entered into an Investment Agreement pursuant to which the Company agreed to invest
in 55% equity interest in Datang Liancheng. Datang Liancheng is a limited liability company established in the PRC to
construct and operate Phase Il Expansion Project of Gansu Liancheng Power Plant with estimated total investment of
approximately Rmb2.4 billion.
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SUMMARY CF SICGNIFICANT ACCCUNTING POLICHES

The principal accounting policies adopted in preparing the financial statements of the Company and its subsidiaries are as
follows:
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The accompanying consolidated financial statements are prepared in accordance with International Financial
Reporting Standards ("1AS”), as published by the International Accounting Standards Board, effective as at 31st
December 2001,

The accompanying consolidated financial statements are prepared under the historical cost convention, except that
investments held for trading are stated at their fair value.
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The principal accounting policies adopted for the preparation of the consolidated financial statements as at and for
the year ended 31st December 2001 are consistent with those adopted for the preparation of the financial
statements as at and for the year ended 31st December 2000, except that financial instruments are recognised and
measured in accordance with IAS 39, which has been effective since 1st January 2001.

The consolidated financial statements include those of the companies that the Company controls. This control is
normally evidenced when the Company owns, either directly or indirectly, more than 50% of the voting rights of a
company’s share capital and is able to govern the financial and operating policies of that company so as to benefit
from its activities. The equity and net income attributable to minority shareholders’ interests are shown separately in
the balance sheet and income statement, respectively.

The purchase method of accounting is used for acquired businesses, Companies acquired during the year are
included in the consolidated financial statements from the date of acquisition.

Investments in associated companies {generally investments of between 20% to 50% in a company's equity) where
significant influence is exercised by the Company are accounted for using the equity method.

In the Company’s financial statements, investments in subsidiaries and an associate are accounted for using the
equity method.

An assessment of investments in subsidiaries and an associate is performed when there is an indication that the asset
has been impaired or the impairment losses recognised in prior years no longer exist.

Intercompany balances and transactions, including intercompany profits and unrealised profits and losses are
eliminated on consolidation. Unrealised gains arising from transactions with associate are eliminated to the extent of
the group's interest in the associate, against the investment in the associate. Unrealised losses are eliminated
similarly but only to the extent that there is no evidence of impairment of the asset transferred. Consolidated
financial statements are prepared using uniform accounting palicies for like transactions and other events in similar
circumstances.

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment loss.
When assets are sold or retired, their costs and accumulated depreciation are eliminated from the accounts and any
gain or loss resulting from their disposals is included in the income statement. The initial cost of property, plant and
equipment comprises its purchase price and any directly attributable costs of bringing the asset to its working
condition and location for its intended use. The cost of additions to, and replacements or betterment of, units of
property, plant and equipment is capitalised. The cost of overhauls, routine maintenance, repairs and replacements
of minor items of property, plant and equipment is charged to repair and maintenance expenses.
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Property. plant and equipment (Cont'd)

Depreciation of property, plant and equipment are provided using the straight-line method over the estimated usefu
lives of various classes of depreciable assets, after taking into consideration a residual value of up to 3% of the cost.
The following table shows the estimated useful lives of property, plant and equipment used by the Company and its
subsidiaries:

Buildings 20 to 30 years
Electric utility plants in service 12 to 40 years
Transportation facilities, computers and others 4 10 10 years

The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from items of property, plant and
equipment.

Construction-in-progress represents buildings, transportation facilities and electric utility plants under construction
and is stated at cost. This includes costs of construction, plant and machinery, and other direct costs. Construction-
in-progress is not depreciated until such time as the relevant assets are completed and ready for operational use.

Land use rights

@’

Costs of land use rights are recognised as an expense on a straight-line basis over the duration of land use rights of
30 to 50 years.

inyestments

The Company adopted IAS 39, Financial Instruments: Recognition and Measurement on 1st January 2001,
Accordingly, investments are classified into the following categories: held-to-maturity, trading and available-for-sale.
Investments with fixed or determinable payments and fixed maturity that the company has the positive intent and
ability to hold to maturity other than loans and receivables originated by the Company are classified as held-to-
maturity investments. Investments acquired principally for the purpose of generating a profit from short-term
fluctuations in price are classified as trading. All other investments, other than loans and receivables originated by
the company, are classified as available-for-sale.

Investments held for trading are included in current assets. Available-for-sale investments are classified as current
assets if management intends to realise them within 12 months of the balance sheet date.

All the purchase and sales of investments are recognised on the trade date.

investments are initially measured at cost, which is the fair value of the consideration given for them, including
transaction costs.
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CENIFICANT ACCOUNTINE POLITIES (CONT'D)

=ts (Cont'd)

Available-for-sale and trading investments are subsequently carried at fair value without any deduction for
transaction costs by reference to their quoted market price at the balance sheet date. Equity securities classified as
available-for-sale and trading investments without quoted market price in an active market and whose fair value
cannot be reliably measured are stated at cost less accumulated impairment loss. Gains or losses on measurement to
fair value of available-for-sale investments are recognised directly in the fair value reserve in shareholders’ equity
until the investment is sold or otherwise disposed of, or until it is determined to be impaired, at which time the
cumulative gain or loss previously recognised in equity is included in net profit or loss for the period.

Changes in fair value of trading investments are included in financial expense or income.
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The excess of the cost of an acquisition over the Company's interest in the fair value of the net identifiable assets
and liabilities acquired as at the date of the exchange transaction is recorded as goodwill and recognised as an asset
in the balance sheet. The identifiable assets and liabilities recognised upon acquisition are measured at their fair
value as at that date.

When, subseguent to acguisition, additional evidence becomes available to assist with the estimation of the amounts
assigned to identifiable assets and liabilities, those amounts and the amount assigned to goodwill {or negative
goodwill) are adjusted to the extent that such adjustments are made by the end of the first annual accounting period
commencing after acquisition and do not increase the carrying amount of goodwill above its recoverable amount.
Otherwise, such adjustments to the identifiable assets and liabilities are recognized as income or expense.

Goodwill is carried at cost less accumulated amortisation and accumulated impairment loss. Goodwill is amortised
on a straight-line basis over its estimated useful life of 10 years which is determined at the time of the acquisition
based upon the particular circumstances. The unamortised balances are reviewed at each balance sheet date to
assess the probability of continuing future benefits. If there is an indication that goodwill may be impaired, the
recoverable amount is determined for the cash-generating unit to which the goodwill belongs. If the carrying
amount is more than the recoverable amount, an impairment loss is recognised.

Amortisation of goodwill is included in other operating costs.

Inventories comprise fuel, spare parts and consumable supplies and are stated at the lower of cost and net realisable
value, after provision for obsolete items. Cost, calculated on the weighted-average basis, comprises direct material
cost and transportation expenses incurred in bringing the inventories to the working locations. The costs of
inventories are capitalised to property, plant and equipment when used for replacements or betterment of electric
utility plant or charged to the income statement when used for daily operations. Unrealisable inventory has been
fully written off.
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Receivables are stated at the fair value of the consideration given and are carried at amortised cost, after provision
for impairment.

SSCUSEIIIL DENL GEDOSIE YO OVES WWER MOVIWLS

Short-term bank deposits for over three months represent fixed-term deposits denominated in Rmb, United States
dollars and Hong Kong dellars with original maturities ranging from over three months to one year.

Cash represents cash in hand and demand deposits placed with banks or other financial institutions.

Cash equivalents represent short-term, highly liquid investments which are readily convertible into known amounts
of cash with original maturities of three months or less and that are subject to an insignificant risk of change in
value.

Liapilfifes and sguity

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual
arrangement on initial recognition.

Interest, dividends, gains, and losses relating to a financial instrument classified as a liability, are reported as expense
or income. Distributions to holders of financial instruments classified as equity are charged directly to equity. When
the rights and obligations regarding the manner of settlement of financial instruments depend on the occurrence or
non-occurrence of uncertain future events or on the outcome of uncertain circumstances that are beyond the
control of both the issuer and the holder, the financial instrument is classified as a liability unless the possibility of the
issuer being required to settle in cash or another financial asset is remote at the time of issuance, in which case the
instrument is classified as equity.

Derivative financial instruments
On inception, the Company identifies certain derivatives as either a) a hedge of the fair value of an asset or a liability

(fair value hedge), b) a hedge of the exposure to variability in cash flows attributable to an asset or liability or a
forecasted transaction or ¢) a hedge of a net investment in a foreign entity.
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mancizl instruments (Cont'd)

Cerivetive financiel fnstruments (Cont'd)

The Company’s criteria for classifying a derivative instrument as a hedge include: i) the hedge transaction is expected
to be highly effective in achieving offsetting changes in fair value or cash flows attributable to the hedged risk, ii) the
effectiveness of the hedge can be reliably measured, iii) there is adequate documentation of the hedging
relationships at the inception of the hedge, and iv) for cash flow hedges, the forecasted transaction that is subject of
the hedges must be highly probable.

Derivatives financial instrument that are not designated as hedging instruments are classified as held-for-trading and
carried at fair value, with changes in fair value included in the income statement.

An embedded derivative is separated from the host contract and accounted for as a derivative if i) the economic
characteristics and risks of the embedded derivative are not closely related to the economic characteristics and risks
of the host contract; i) a separate instrument with the same terms as the embedded derivative would meet the
definition of a derivative; and iii) the hybrid (combined) instrument is not measured at fair value with changes in fair
value reported in net profit or loss.

Provisions

A provision is recognised when, and only when the Company has a present obligation (legal or constructive) as a
result of a past event and it is probable (i.e. more likely than not) that an outflow of rescurces embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.
Where the effect of the time value of money is material, the amount of a provision is the present value of the
expenditures expected to be required to settle the obligation. When discounting is used, the increase in provision
reflecting the passage of time is recognised as interest expense.

Gains from the expected disposal of assets are not taken into account in measuring the provision. Property, plant
and equipment that is retired from the active use is carried at the lower of the carrying amount or estimated net
selling price less costs of disposal.

Mingrity interests

Minority interests include their proportion of the fair value of identifiable assets and liabilities recognised upon the
acquisition of a subsidiary.

The losses applicable to the minority in a consolidated subsidiary may exceed the minority interest in the equity of
the subsidiary. The excess, and any further losses applicable to the minority, are charged against the majority interest
except to the extent that the minority has a binding obligation to, and is able to, make good the losses. !f the
subsidiary subsequently reports profits, the majority interest is allocated all such profits until the minority’s share of
losses previously absorbed by the majority has been recovered.
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Revenue and income recognition

Revenue and income are recognised when it is probable that the economic benefits associated with a transaction will
flow to the Company and the revenue and the costs incurred or to be incurred in respect of the transaction can be
measured reliably and on the following bases:

(i) Operating revenue

Operating revenue represents amount of tariffs billed for electricity generated and transmitted to North China
Power Group Company ("NCPGC"), the substantial shareholder. Operating revenue is billed and recognised
upon transmission of electricity to the power grid controlled and owned by NCPGC.

(ii) Interest income
Interest income from deposits placed with banks and other financial institutions is recognised on a time
proportion basis that takes into account the effective yield on the assets.

(i)  Dividends income

Dividends income is recognised when the right to receive payment is established.
Fuel cost
The cost of fuel is charged to fuel cost based on actual consumption.
Texation
Enterprise income tax

Enterprise income tax is provided on the basis of the statutory profit for financial reporting purposes, adjusted for
income and expense items which are not assessable or deductible for income tax purposes. The applicable PRC
enterprise income tax rate for the Company and its subsidiaries is 33%.

Deferred taxes are provided under the balance sheet liability method in respect of significant temporary differences
between the tax base of an asset or liability and its carrying amount in the balance sheet. The tax base of an asset or
liability is the amount attributed to that asset or liability for tax purposes. Deferred tax liabilities are recognised for all
taxable temporary differences. Deferred tax assets are recognised for all deductible temporary differences to the
extent that it is probable that taxable profits will be available against which the deductible temporary differences can
be utilised.

The measurement of deferred tax liabilities and deferred tax assets reflects the tax consequences that would follow
from the manner in which the enterprise expects, at the balance sheet date, to recover or settle the carrying amount
of its assets and liabilities.
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Deferred tax assets and liabilities are recognised regardless of when the timing difference is likely to reverse.
Deferred tax assets and liabilities are not discounted and are classified as non-current assets (liabilities) in the balance
sheet.

Deferred tax assets are recognised when it is probable that sufficient taxable profits will be available against which
the deferred tax assets can be utilised. At each balance sheet date, the Company re-assesses unrecognised deferred
tax assets and the carrying amount of deferred tax assets. The enterprise recognises a previously unrecognised
deferred tax asset to the extent that it has become probable that future taxable profit will allow the deferred tax
asset to be recovered. The company conversely reduces the carrying amount of a deferred tax asset to the extent
that it is no longer probable that sufficient taxable profit will be available to allow the benefit of part or all of that
deferred tax asset to be utilised.

. N g i -, 7 N el
Jelse-aodad tax [PV/LT)

Under the “Provisional Regulations of the People’s Republic of China on Value-added Tax”, the Company and its
subsidiaries are subject to cutput VAT levied at the rate of 17% of their operating revenue. The input VAT paid on
purchases of coal, water, materials and other direct inputs can be used to offset the output VAT levied on operating
revenue to determine the net VAT payable.

Companies are considered to be related if one company has the ability, directly or indirectly, to control the other
company or exercise significant influence over the other company in meking financial and operating decisions.
Companies are also considered to be related if they are subject to common control or common significant influence.

Leases of assets under which substantially all the risks and rewards of ownership are effectively retained by the lessor
are accounted for as operating leases. Lease payments under an operating leases are charged to the income
statement on a straight-line basis over the period of the relevant leases.




Z. SUNMMARY OF SICNIFICANT ACCOUNTING PCLICIZS (CONT'D)
s} TForeign currency transiztion

The Company and its subsidiaries maintain their books and records in Rmb. Transactions in other currencies are
translated into Rmb at exchange rates quoted by the People’s Bank of China (the "PBOC") prevailing at the dates of
the transactions. Monetary assets and liabilities denominated in other currencies at the balance sheet date are re-
translated into Rmb at exchange rates quoted by the PBOC prevailing at the balance sheet date. Non-monetary
assets and liabilities in other currencies are translated at historical rates. Exchange differences arising on the
settlement of monetary items at rates different from those at which they were initially recorded during the periods
are recognised in the income statement in the period in which they arise.
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Retirement and staif nousing benefiis
Costs of retirement benefits are charged to income statement as incurred.

The Company and its subsidiaries also provide housing benefits to its employees. The cost of the housing benefits are
amortised on a straight basis over the estimated average service life of relevant employees and included in other
operating costs.

{w) Covernment Crants

Government grants are not recognised until there is reasonable assurance that the Company will comply with the
conditions attached to them and that the grants will be received. Government grants are deferred and amortised
into income over the period necessary to match them with the related costs that they are intended to compensate on
a systematic basis. Grants contributed towards the acquisition of property, plant and equipment are accounted for
as deferred income in the financial statements and to be recognised as income over the useful life of the asset.
Income relating to government grants is recognised as a deduction from the appropriate expense.

o : .o 2 .
Ly Sorrowings

Borrowing costs include interest charges and other costs incurred in connection with the borrowing of funds,
including amortisation of discounts or premiums relating to borrowings, amortisation of ancillary costs incurred in
connection with arranging borrowings and exchange differences arising from foreign currency borrowings to the
extent that they are regarded as an adjustment to interest costs.

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalised if they are directly attributable
to the acquisition, construction or production of a qualifying assets. Capitalisation of borrowing costs commences
when the activities to prepare the asset are in progress and the expenditures and borrowing costs are being incurred.
Borrowing costs are capitalised until the assets are substantially ready for their intended use. If the resulting carrying
amount of the asset exceeds its recoverable amount, an impairment loss is recorded.
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Z. SUNILARY OF SIGNIFICANT ACTOUNTING POLICIES (CONT'D)

Wy Zorrowings (Cont'd)
Borrowings are initially recognised at the proceeds received, net of transaction costs. They are subsequently carried
at amortised costs using the effective interest rate method.
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fwy  Impalrment ¢f 2ssels

Financial instruments
Financial instruments are reviewed for impairment at each balance sheet date.

For financial assets carried at amortised cost, whenever it is probable that the company will not collect all amounts
due according to the contractual terms of loans and receivables, an impairment or bad debt loss is recognised in the
income statement.

Reversal of impairment losses previously recognised is recorded when the decrease in impairment loss can be
objectively related to an event cccurring after the write-down. Such reversal is recorded in income. However, the
increased carrying amount is only recognised to the extent it does not exceed what amortised cost would have been
had the impairment not been recognised.

For available-for-sale financial assets, the cumulative gain or loss previously recognised in equity is included in net
profit or loss for the period when there is objective evidence that the asset is impaired. The recoverable amount of a
debt instrument remeasured to fair value is the present value of expected future cash flows discounted at the current
market interest rates for a similar financial asset. A reversal of an impairment loss is recorded when the decrease in
the impairment loss can be objectively related to an event occurring after the write down. Such reversal is recorded
in income.

Other assets

Other assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Whenever the carrying amount of an asset exceeds its recoverable
amount, an impairment loss is recognised in income statement for items of property, plant and equipment, land use
rights, goodwill and deferred housing benefits carried at cost. The recoverable amount is the higher of an asset’s net
selling price and value in use. The net selling price is the amount obtainable from the sale of an asset in an arm’s
fength transaction less the costs of disposal while value in use is the present value of estimated future cash flows
expected to arise from the continuing use of an asset and from its disposal at the end of its useful life. Recoverable
amounts are estimated for individual assets or, if it is not possible, for the cash-generating unit to which the assets
belongs.
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Impairment of assets (Cont'd}
Other assets (Cont’d)

Reversal of impairment fosses recognised in prior years is recorded when there is an indication that the impairment
losses recognised for the asset no longer exist or has decreased. The reversal is recorded in income. However, the
increased carrying amount of an asset due to a reversal of an impairment loss is recognised to the extent it does not
exceed the carrying amount that would have been determined (net of amortisation or depreciation) had no
impairment loss been recognised for that asset in prior years.

As an exception, an impairment loss recognised for goodwill is not reversed in a subseguent period unless the
impairment loss was caused by a specific external event of an exceptional nature that is not expected to recur and
subsequent external events have occurred that reverse the effect of that event.

Conrtingencies

Contingent liabilities are not recagnised in the financial statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote. A contingent asset is not recognised in the financial
statements but disclosed when an inflow of economic benefits is probable.

Suizseguent events

Post-year-end events that provide additional information about a company’s position at the balance sheet date or

those that indicate the going concern assumption is not appropriate (i.e. adjusting events) are reflected in the
financial statements. Post-year-end events that are not adjusting events are disclosed in the notes when material.
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207 2000

iuildings i o Tt Tota

o ZZ8 2080 ‘000

(Note 4)

Beginning of year 836,325 13,121,296 331,500 3,887,299 18,116,428 14,313,071

Addition 18,136 1,577 25,179 3,574,168 © 3,599,080 3,420,235

Acguisitions (Note 1) 170 — 1,415 15,340 ©,92% 966,121

Disposals (116,845) (74,747) (7,896) — (523,007)

Transfer in/(out) 742,965 2,884,199 91,336 (3,718,500) — —

End of year 1,480,751 15,932,325 441,534 3,758,307 27,692,817 18,176,420

Beginning of year 128,153 3,439,451 138,871 — 2,868,235

Charge for the year 9,337 1,034,041 37,992 — 904,356
Written back on

disposals (516) (35,860) (4,413) — (A OWB O] (66,116)

End of year 136,974 4,437,632 172,450 — A TAYD5E 3,706,475

End of year 1,343,777 11,494,693 269,084 3,758,307 15,855,865 14,469,945

Beginning of year 708,172 9,681,845 192,629 3,887,299 94,483,945 11,444,836
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(Note 4)
Beginning of year 803,565 13,116,670 319,429 583,045 ' 94847 13,063,902
Addition 5073 397 16,011 880,437 069,998 1,414,064
Acgquisitions — — — — — 867,447
Disposals (116,845) (74,747) (7,896) — (599,486 (522,704)
Transfer in/(out) 181,847 1,186,249 21,066 (1,389,162) —
End of year 873,640 14,228,569 348,610 74,320 | 15,525,938 14,822,708
Beginning of year 128,153 3,439,451 138,871 — . Z.Y08.A473 2,868,235
Charge for the year 6,648 1,031,389 32,181 — L0258 904,356
Disposals (516) (35,860) (4,413) — 143,759 (66,116)
End of year 134,286 4,434,980 166,639 — 4,735,808 3,706,475
End of year 739,354 9,793,589 181,971 74,320 11,116,234
Beginning of year 675,412 9,677,219 180,558 583,045 - 99,996,234 © 10,195,667

Certain items of property, plant and equipment of the Company and its subsidiaries with gross carrying amounts of
approximately Rmb26,158,000 (2000 — Rmb10,562,000) were fully depreciated as at 31st December 2001, but these
items are still in active use.

There was no write down of any property, plant and equipment during the year.
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Land in the PRC is owned by the State and no individual land ownership right exists. In prior years, land use rights were
recorded as property, plant and equipment in the balance sheet. Following the introduction of 1AS 40, Investment Property,
it is concluded that all interests in property held under operating lease should be dealt with in accordance with IAS 17,
Leases. As a result, land use rights were excluded from the classification of property, plant and equipment. Cost of land use
rights are recognised as an expense on a straight line basis over the lease term and included in other operating costs.
Comparative figures have been reclassified to conform to current year presentation.

WIS IN SUBSIDIARIES
Campany

2007 - 2000

000 '000

Unlisted shares, at cost 7,002,684 | 864,775

Amounts due from subsidiaries 325,470 202,360

1,327,354 1,067,135

Balances with subsidiaries were unsecured, non-interest bearing and had no fixed repayment date. The Company's
directors are of the opinion that the recoverable value of the subsidiaries was not less than the Company’s carrying value of
the subsidiaries as at year end.

Investment in an associate represents a 30% equity investment (unlisted) in North China Electric Power Research Institute
Company Limited, and is accounted for under equity method. The Company's proportionate share of the operating resutts
of the associate for the year ended 31st December 2007 was approximately Rmo4 million.

Available-for-sele investments represent a 16% equity investment (unlisted) in NCPG Finance Company Ltd. and 1.8%
equity investment (unlisted) in Zhongneng United Utility Fuel Limited Company ("ZUUFLC") and are stated at cost. NCPG
Finance Company Ltd. is a non-bank financial institution providing financing services to entities controlled by NCPGC.
ZUUFLC is a limited liability company providing fuel information consulting and other related services to its shareholders.

These investments do not have a quoted market price in an active market. In addition, the principal activities of these
investees are to provide services exclusively to their shareholders and their affiliates. There are no appropriate methods to
reliably measure their fair values. Accordingly, these investments are stated at cost and subject to review for impairment
loss.




7. INVESTMENTS (CONT'D)
[nvestments heid for trading

Government bonds that were acquired for the purpose of generating a profit from short-term fluctuation in price are
classified as investments held for trading and are stated at fair value. The fair value is determined based on quoted market
prices at the balance sheet date. The gains or losses arising from changes in the fair value subsequent to initial recognition
are included in financial income for the pericd. For the year ended 31st December 2001, the changes in fair value of
government bonds are not material.

8. COCDWILL

Goodwill arose from the acquisition of ZJK Unit 2. It is accounted for by using the purchase method of accounting.

: 2009 2000
3 @00 '000
i ‘
Cost
Beginning of year 87,263 —
Addition = | 57,363
End of year 57,963 57,363
Accumuiated amerisation ;
Beginning of year (9.434). —
Charge for the year (5,392) (1,434)
; :
End of year | (7,028): (1,434)
Xet boolt value 1
End of year ‘ 50,887 55,929
Beginning of year 55,829 —_
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The Company and its subsidiaries provide housing benefits, which represented the difference between the net book value
of the staff quarters sold and the proceeds collected from the employees, to its staff for them to buy staff quarters from
the Company and its subsidiaries at preferential prices calculated based on their length of service and position pursuant to
the prevailing local regulations. The estimated housing benefits are expected to benefit the Company and its subsidiaries
over ten years which is the estimated remaining average service life of the relevant employees. Upon completion of the
sales of staff quarters to the employees, the housing benefits incurred is recorded as a deferred asset to be amortised over
the remaining average service life of the relevant employees.

2000

‘000

Beginning of year —
Addition 272,018
End of year 272,018
Beginning of year —
Charge for the year (42,500)
End of year KSR (42,500)
End of year ROk 229,518
Beginning of year 22D SR —
2000 2907 2000

RO ‘000 e ‘000

Fuel 85,804 85,804
Spare parts and consumable supplies 171,896 171,755

258,574 257,700 230,484 257,559
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Short-term bank deposits for over three months consist of fixed-term deposits denominated in Rmb, Hong Kong dollar or
United States dollar with original maturities ranging from more than three months to one year.

CTASH AXD TASH =Q VS
s e susidiaries Tomzery
2000 . 2005 2000
900 '000 "800 '000
Cash at bank and in hand - B73922 227,906 . 6364571 162,273
Short-term bank deposits E00,000 980,000 '  GBO.000 980,000
278,922 1,207,906 1,234,377 1,142,273

75}
¥
)

o

13

3

)
3
1

As at 31st December 2001 and 2000, the authorised share capital of the Company was Rmb5,162,849,000, divided into
5,162,849,000 shares of Rmb1 each. In addition, the issued and fully paid share capital of the Company as at 31st
December 2001 and 2000 was as follows:

Numioer of
stares  Nemits voluc
‘000 Rmb'000 %
Domestic shares 3,732,180 3,732,180 72.29
QOverseas public shares (“H shares”) 1,430,669 1,430,669 27.71
5,162,849 5,162,849 100.00

Capital reserve mainly represents the difference between the nominal amount of the domestic shares issued and the
value of the net assets injected during the Company's reorganisation as at 31st December 1994, and proceeds from
the issuance of H shares in excess of their par value, net of expenses relating to the issuance of the shares in 1997,




Notes to the Financial Statements conta)

31st December 2001
(All amounts expressed in Rmb unless otherwise stated)

T4, REISIRVIS (CONT'D)

In accordance with the relevant laws and regulations of the PRC and the Company’s articles of association, the
Company is required to appropriate 10% of its net profit, after offsetting any prior years' losses, to the statutory
surplus reserve. When the balance of such reserve reaches 50% of the Company’s share capital, any further
appropriation is optional.

The statutory surplus reserve can be used to offset prior year's losses, if any, and may be converted into share capital
by issuing new shares to shareholders in proportion to their existing sharehclding or by increasing the par value of
the shares currently held by them, provided that the remaining balance of the reserve after such issue is not less than
25% of share capital.

tatutory subic wall
In accordance with the Company’s articles of association, 10% of its net profit is to be appropriated to a statutory
public welfare fund. The statutory public welfare fund can only be utilised on capital items for the collective benefits

of the Company's employees such as construction of dormitories, canteen and other staff welfare facilities. Title of
these capital items will remain with the Company. This fund is non-distributable other than in liquidation.

Pursuant to document Cai Kuai Zi [1995] 14 issued by the Ministry of Finance of the PRC ("MOF"), when the
Company purchases staff quarters, a transfer of the amount used to purchase such quarters should be made from
the statutory public welfare fund to the statutory surplus reserve. For the year ended 31st December 2000,
approximately Rmb130,532,000 were transferred from statutory public welfare fund to the statutory surplus
reserve. In accordance with document Cai Kuai [2001] 5 (see note 14 (e) below), the document was abolished in
2001. Pursuant to the PRC Accounting Regulations for Business Enterprises, effective in 2001, statutory public
welfare fund is transferred out to discretionary surplus reserve upon utilisation for collective benefits of the
employees.

In accordance with the Company’s articles of association, the appropriation of profit to the discretionary surplus
reserve and its utilisation are made in accordance with the recommendation of the Board of Directors and is subject
to shareholders’ approval at their general meeting. For the year ended 31st December 2001, appropriation of profit
of approximately Rmb258,331,000 (2000 — Rmb583,955,000) to the discretionary surplus reserve was made in
accordance with the recommendation of the Board of Directors and is subject to shareholders’ approval at the next
general meeting.




T4, RESERVES (CONT'D)

Pursuant to documents Cai Qi [2000] 295, Cai Qi [2000] 878 and Cai Kuai [2001] 5 issued by MOF, deferred housing
benefits for staff quarters sold that were approved by the government before the effective date of Cai Qi [2000]
295, i.e. 6th September 2000, should be directly deducted from shareholders’ equity starting from 2001.
Accordingly, approximately Rmb258,881,000 which represented the remaining deferred housing benefits balance in
relation to staff quarters sold approved by the government before 6th September 2000 has been directly deducted
from the statutory public welfare fund under PRC GAAP. For IAS reporting purpose, the deferred housing benefits
are amortised over the estimated average service life of the relevant employees (see Note 9 above). To reflect the
reduction of the statutory public welfare fund, an amount equivalent to the corresponding deferred housing benefits
balance was transferred from statutory public welfare fund to a restricted reserve specifically set up for this purpose.
Upon amortisation of the deferred housing benefits, an amount equivalent to the amortisation for the period is
transferred from the restricted reserve to retained earnings. For the year ended 31st December 2001, approximately
Rmb32,360,000 had been transferred out from the restricted reserve.

tons

oy’

{5 Basis for orofit epproc?

In accordance with a document Cai Kuai Zi [1995] 31 issued by MOF, appropriations to statutory reserves are to be
determined based on the financial statements prepared in accordance with the PRC accounting standards and
regulations (PRC GAAP).

In addition, in accordance with the articles of association, the Company declares dividends based on the lower of
retained earnings as reported in accordance with PRC GAAP and those reported in accordance with IAS after
deduction of the current year's appropriations to the reserves. As at 31st December 2001, the amount of retained
earnings as determined under IAS was less than that determined under PRC GAAP by approximately Rmb39 million.

'z} The profit attributable to shareholders for the year ended 31st December 2001 includes a profit of approximately
Rmb1,389,345,000 (2000 — Rmb1,375,300,000) which has been dealt with in the accounts of the Company.
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As at 31st December 2001, long-term loans include long-term bank loans, long-term loan payable to NCPGC and other
long-term loans as follows:

N SSLL

2007 2000 2007 2000

‘000 ‘000 e ‘000
Long-term bank loans (a) 3,993,390 4,554,824 2,968,000 3,298,742

o
b

Long-term loan payable to NCPGC (b) 6 11,320 5,850 11,320
Other long-term loans (c) 395,458 322,599 = —
3,558,420 4,888,743 2,979,560 3,310,062

Less: Amounts due within aone year included ‘
under current liabilities (38C,336) (261,647) . (195,560). (209,660)
5,229,064 4,627,096 2,773,300 3,100,402

&,
i
o
£

£
0

As at 31st December 2001, all long-term bank loans were denominated in Rmb, unsecured and bore interest at a
rate of 6.21% (2000 — 6.21% to 6.57%) per annum. Approximately Rmb2,656 million (2000 — Rmb2,650 million)
and Rmb877 million (2000 — Rmb387 million) of the loans were guaranteed respectively by NCPGC and minority
shareholders of the subsidiaries according to their shareholding percentage in the subsidiaries.

The long-term bank loans, as summarised below, were drawn to finance the construction of electric utility plants:

s suasicizrias Comnany
2069 . 2000 2009 2000
900 ‘000 "00C ‘000
Amounts repayable
Within one year 394,000 204,000 187,006 204,000
Between one to two years 341,000 242,000 221,000
Between two to five years 1,674,082 747,300 | 729,000
Over five years 2,335,742 1,785,200 2,144,742

5,993,310 4,554,824 2,966,000 - 3,298,742
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LONG-TERY LOAXNS (CONT'D)
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Long-term ean 3ayene 1o NCPCC

As at 31st December 2001, long-term loan payable to NCPGC, as summarised below, was denominated in Rmb,
unsecured and non-interest bearing, was drawn to finance the construction of electric utility plants:

Company an¢ s suasicieries Comzany
2001 2000 , 2009 2000
KGOONS ‘000 D00 ‘000
Amounts repayable : :
Within one year 5,660 5,660 5,660 5,660
Between one to two years ‘ = 5660 — 5,660
5,660 11,320 5,660 11,320

e, " - Yl » -
LUNer WONE-RTT «Oans

Other long-term loans were borrowed by MOF from International Bank for Reconstruction and Development ("World
Bank”) and on-lent to the Company's subsidiary for the construction of Datang Tuoketuo Power Plant ("Tuoketuo
Power”} and were as follows:

2009 2000
f HOGE ‘000

Amounts repayable j
Within one year 1 43696 51,987
One to two year 1 G52, 746 —
Between two to five years IOA008 - 270,612
590,450 322,599

All these loans are denominated in United States dollar and unsecured. Except that approximately Rmb10 million of
these loans bore interest at a rate of 3%, other long-term loans bore interest at the rate of LIBOR Base Rate plus
LIBOR Total Spread as defined in the loan agreement between MOF and World Bank, which was approximated
4.01% 10 7.08% (2000 — 6.39% to 7.08%) per annum during the year ended 31st December 2001. In accordance
with a guarantee agreement between NCPGC and MOF, NCPGC agreed to guarantee 60% of the loan balances. As
at 31st December 2001, approximately Rmb348 million (2000 — Rmb194 million) of the loans were guaranteed by
NCPGC, which were also counter-guaranteed by the Company.
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Notes to the Financial Statements contd)

31st December 2001
(All amounts expressed in Rmb unless otherwise stated)

SORT-TERE LDAXS

(%]
(52

Short-term loans, as summarised below, were drawn by the Company’s subsidiaries for the construction of Tuoketuo
Power and Huaze Hydropower Project:

=

2000

‘000

&
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=
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Short-term bank loans
Short-term loan payable to NCPG Finance Company Ltd.

180,000

¢

N
I3

=N
=
]
©

180,000

As at 31st December 2001, all short-term loans were denominated in Rmb, unsecured and bore interest at a rate of 5.85%
(2000 — 5.58%) per annum. Short-term loan payable to NCPG Finance Co., Ltd. of approximately Rmb53,120,000 (2000
— Rmb48,000,000) was guaranteed by Inner Mongolia Mengdian Huaneng Power Generation Company Limited (“IMPC")
(2000 — IMPC and Beijing International Power Development and Investment Company).

o o g Ry
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Commeny end s subsidiaries Cemzeany

2001 2000 2001 2000
068 ‘000 200 ‘000

Construction costs and deposits payable to
contractors 83I5,962 489,404 123,378 301,600
Fuel and material costs payables 283,945 318,675 280,793 318,630
Salary and welfare payable 127,236 147,163 126,589 147,013
Government grants GARS'3'S 74,589 94,5388 74,589
Others 157,287 129,455 24,008 119,577
1,498,988 1,159,286 4,035,377 961,409

The Company received government grants from local environmental protection authorities for undertaking approved
environmental protection projects. As at 31st December 2001, all the government grants received have not been utilised.

As at 37Tst December 2001, except that certain quality guarantee deposits for construction were aged between one to two
years, substantially all accounts payable were aged within one year.




REVIREMENT AXND STAFF ROUSING BENEFITS
Retirement benefits

The Company and its subsidiaries are required to make specific contributions to the state-sponsored retirement plan at a
rate of 19% (2000 — 18%) of the total salaries of the PRC employees. The PRC government is responsible for the pension
liability to the retired employees. The employees of the Company and its subsidiaries are entitled to a monthly pension at
their retirement dates.

In addition, the Company and its subsidiaries have implemented a supplementary defined contribution retirement scheme.
Under this scheme, the employees of the Company and its subsidiaries have to make a specified contribution based on the
number of working years of the employees and the Company and its subsidiaries are required to make a contribution equal
to twice the staff's contributions. Moreover, the Company and its subsidiaries may, at their discretion, provide additional
contributions to the retirement fund depending on the operating results of the year. The employees will receive the total
contributions upon retirement or under specific circumstances.

The total retirement plan contributions paid by the Company and its subsidiaries during the year ended 31st December
2001 pursuant to these arrangements amounted to approximately Rmb148,484,000 (2000 — Rmb109,913,000).

Housing scheme

In accordance with the PRC housing reform regulations, the Company and its subsidiaries are required to make
contributions to the state-sponsored housing fund at 8%-10% of the specified salary amount of the PRC employees. At
the same time, the employees are required to make a contribution equal to the Company and its subsidiaries’ contributions
out of their payroll. The employees are entitled to claim the entire sum of the fund under certain specified withdrawal
circumstances. The Company and its subsidiaries have no further obligation for housing benefits beyond the above
contributions made. For the year ended 31st December 2001, the Company contributed approximately Rmb11,843,000
(2000 — Rmb12,141,000) to the fund.

In addition, the Company and its subsidiaries provide housing benefits, which represented the difference between the net
book value of the staff quarters sold and the proceeds collected from the employees, to their staff for them to buy staff
quarters from the Company and its subsidiaries (see Note 9 above).
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Operating profit was determined after charging (crediting) the following:

Loss on disposals of property, plant and equipment
Amortisation of goodwil!

Personnel expenses
— Wages
— Retirement benefits
— Staff housing benefits
— Other staff costs

Auditors’ remuneration
Cost of inventories

— Fuel

— Spare parts and consumable supplies
Operating lease

— Buildings

— Land use rights

Dividend income

2007 2000
900 '000
47,838 58,699
3,382 1,434
136,064

108,345

54,641

94,225 74,137
3,300 5,000
1,934,995 1,686,775
46,753 38,912
75,340 15,103
5,377 5,433
(3479 (6,646)




23. FINANCE COSTS

‘ 2009 : 2000
QY ‘000
Interest expenses on: / ;
Short-term bank loans : 17,523 13,683
Short-term loans payable to NCPG Finance Company Ltd. | 17,806 | 1,096
Long-term bank loans !
— wholly repayable within five years | 12,737 | 17,085
— repayable beyond five years 276,297 189,531
Long-term loans payable to shareholders ‘ ;
— wholly repayable within five years ‘ - 4,460
Other long-term loans i
— wholly repayable within five years : 32,047 51,987
| :
| 351,304 | 277,842
Less: amount capitalised in property, plant and equipment L (259,884) (138,145)
Total interest expenses | §8,420 | 139,697
Exchange loss, net ! 554 4,946
99,974 144,643

For the year ended 31st December 2001, The interest rates on the loans for which interest has been capitalised varied from
3% to 7.08% (2000 — 1% to 8.01%) per annum.

29. TAXATION

2007 | 2000
; @ '000
o |
PRC enterprise income tax ‘ 3
— Current tax 691,552 - 695,257
— Deferred tax 22,660 —

'

76487 | 695,257
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Compoenents of deferred tax assets and liabilities are as follows:

n

Comos

=
2
@
@
=
[

Preliminary expenses

“EE30
Sefarrad tan izkiities
Deferred housing benefits $.5/% 9,576
Capitalisation of borrowing costs 23,994 =

As at 31st December 2001, there were no significant unprovided deferred taxes.

VT B N TN S
TV TRANSATT.CNS

(@)  The following is a summary of the major related party transactions undertaken by the Company and its subsidiaries
during the year:

Note 2004 2000

R 000

Tariff revenue from NCPGC 0] o 6,530,628 5,694,195
Management fee to NCPGC (i) P, G 20,751
Fuel service fee to divisions and affiliates of NCPGC i) 23,909 22,873
Ash disposal fee to divisions and affiliates of NCPGC (i) 75551 82,209
Rental fee to NCPGC (i) : 8404 9,700
Technical supervision, assistance and testing service fee to an associate b 22,704 —
interest income from NCPG Finance Company Ltd. C 2,4E2 2,324
Interest expenses to NCPG Finance Company Ltd. d 2506 5,556
Dividend income from NCPG Finance Company Ltd. 5,479 6,646

Construction and equipment costs to affiliates of NCPGC e 763,97 698,660




22.

RELATED PARTY TRANSACTICNS (CONT'D)

(i

(ii)

All of the Company’s sales of on-grid electricity for the year were made to NCPGC. Pursuant to the Power
Purchase Agreement dated 5th August 1996, the Company is required to sell its entire net generation of
electricity to NCPGC at an approved tariff rate as determined based on a regulatory process, under the cost
recovery framework. The tariff rates allow the Company to recover ali operating and debt service costs, and

taxes, and to earn a reasonable return on its rate base comprising the average net book value of fixed assets
(including construction-in-progress), after deducting the relevant interest expenses of the fixed asset
construction loans. The tariff rates determined on this basis are subject to the approval of the relevant

government authorities.

In addition to the Power Purchase Agreement, the Company has also entered into a number of agreements

with NCPGC and its affiliates. Details of the major agreements are as follows:

Name cf agreement

Production and Construction
Management Services
Agreement

Fuel Supply Agreement

Ash Disposal Agreement

Building Lease Agreement

Management services in relation
to the production and
construction of electric utility
plants

Fuel purchase, delivery and
technical assistance services

Disposal of all ash generated by
the Company’s power plants

Lease of buildings located at the
sites of the Company’s power
plants totalling 141,671
square metres

Management fee at Rmb0.001/KWh
of on-grid electricity

Fuel service fee at 1% to 3% of the
cost of coal purchased

Ash disposal fee computed based
on ash disposal operating costs,
taxes, depreciation of ash yards
and a profit margin at 5% to
10% of the total costs

Annual rental fee of approximately
Rmb7 million
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D BPARTY TRANSATZTICNS (CONT'D)

The Company’s associate, North China Electric Power Research Institute Company Limited, provides technical
supervision, assistance and testing services to the Company and its subsidiaries in relation to the power generation
equipment and facilities. Pursuant to the Technical Supervision Services Contract, such services are charged at pre-
determined rate based on the installed capacity of the Company and its subsidiaries.

As at 31st December 2001, cash and cash equivalents of approximately Rmb48,875,000 (2000 — Rmb62,790,000)
were deposited with NCPG Finance Company Ltd. at the prevailing market interest rate of 0.99% (2000 — 0.39%).

As discussed in Notes 15 and 16 above, NCPGC, Tianjin Jinneng Investment Company, IMPC and Beijing
International Power Development and Investment Company had provided guarantees to the Company and its
subsidiaries’ loans totalling approximately Rmb3,934 million (2000 — Rmb3,279 million) as at 31st December 2001.
In addition, as discussed in Notes 15 and 16 above, the Company and its subsidiaries had loans payable to NCPGC
and NCPG Finance Company Ltd. totalling approximately Rmb58,780,000 (2000 — Rmb201,320,000) as at 31st
December 2001.

The majority of the construction works of Zhangjiakou Power Plant Phase Il, Tuoketuo Power and Panshan Power
Plant were carried out respectively by Shanxi Power Electric Construction No. 1 Company, Beijing Electric
Construction Company and Tianjin Electric Construction Company. In addition, Beijing Electric Equipment Plant
supplied certain electric equipment for the construction works of Zhangjiakou Power Plant to the Company. All of
these Companies are subsidiaries of NCPGC. The total contracted amount related to these construction works
amounted to approximately Rmb2 billion.

As at 31st December 2001, balances due to these related contractors amounted to approximately Rmb74,540,000
{2000 — Rmb64,470,000) and were included in accounts payables.

In addition to the transactions identified above, companies established by ex-employees of the Company provided
property management, cleaning, transportation, medical and other services amounted to approximately Rmb93
million (2000 — Rmb88 million) to the Company and its subsidiaries. As at 31st December 2001, balances due from
and to these companies amounted to approximately Rmb12,166,000 (2000 — Rmb1,867,000) and Rmb6,639,000
(2000 — Rmb10,614,000), and were included in other receivables and accounts payable respectively.

The balance due from a shareholder mainly represents the receivable from NCPGC for tariff revenue. This receivable
is unsecured and non-interest bearing. The tariff revenue is settled monthly according to the payment provisions in
the Power Purchase Agreement. As at 31st December 2001, all tariff receivable from NCPGC was aged within one
month.




RECTCRS’, SENICR EXECUTIVES® AND SUPERVISORS EMOLUMENTS

Detaiis of directors’ anc supervisors’ emoluments were:

2009 1 2000

‘ BCD '000

Fees for executive directors, non-executive directors and supervisors ; . —
Other emoluments for executive directors ; '

— basic salaries and allowances ‘ 296 ¢ 482

— bonus j 202 . 292

— retirement benefits | 918 | 194

Other emoluments for non-executive directors 3 &80 729

Other emoluments for supervisors ; 291 324

Pursuant to the resolution of shareholders’ meeting on 29th April 2001, a directors’ and senior executives’ special
bonus of approximately Rmb1,375,300 was provided far the year ended 31st December 2000.

No director had waived or agreed to waive any emoluments during the year.

Ceteils of emolumants paid (o the five highest paid individuaie incuding cirectors end senicr

management were:

; 2009 2000

} 000 '000

Basic salaries and allowances Lo 367
Bonus 1 234 223
Retirement benefits 968 148

For the year ended 31st December 2001, no emolument was paid to directors, supervisors and the five highest paid
individuals as an inducement to join or upon joining the Company or as compensation for loss of office.

For the year ended 31st December 2001, the annual emoluments paid to each of the directors, supervisors and the
five highest paid individuals did not exceed Rmb1,000,000.

G @
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On 6th March 2001, the Board of Directors proposed a dividend of Rmb0.10 per share, totalling approximately
Rmb516,285,000, for the year ended 31st December 2000. The proposed dividends distribution was approved by the
shareholders in the general meeting dated 29th April 2001.

On 5th March 2002, the Board of Directors proposed a dividend of Rmb0.17 per share, totalling approximately
Rmb877,684,000 for the year ended 31st December 2001. The proposed dividends distribution is subject to the
shareholders’ approval in their general meeting.

SNV G DITD QAR AN
ARNGRES PER GEARE S

A

The calculation of earnings per share for the year ended 31st December 2001 was based on the net profit of approximately
Rmb1,438,060,000 (2000 — Rmb1,375,300,000) and on the weighted average number of 5,162,849,000 shares (2000 —
5,162,849,000 shares) in issue during the year.

Proposed dividend per share for the year ended 31st December 2001 was calculated based on the propesed dividends of
approximately Rmb877,684,000 (2000 — Rmb516,285,000) divided by the number of 5,162,849,000 shares (2000 —
5,162,848,000 shares) in issue as at 31st December 2001.

No diluted earnings per share was presented as there were no dilutive potential ordinary shares outstanding for the years
ended 31st December 2001 and 2000.




NOTES TO STATEWENT OF CASH FLOWS

Profit before taxation

Adjustments for:
Depreciation of property, plant and equipment
Amortisation of goodwill
Cost of land use rights
Amortisation of deferred housing benefits
Loss on disposals of property, plant and equipment
Gains on disposals of investments held for trading
Interest income
Interest expenses
Dividends income
Share of profit from an associate

Operating profit before working capital changes

(Increase) decrease in current assets:
Inventories
Other receivables and current assets
Due from a shareholder

Increase (decrease) in current liabilities:
Accounts payable and accrued liabilities
Taxes payable

Cash provided by operations

2007 2000
GO | 000
R4 CRIGME 2,070,557
|
5,071,556 904,356
5,592 1,434
&,37% 5,433
39,962 42,500
47,299 58,699
(944,507) (171,698)
99,420 139,697
13,475) (6,646)
(3,993) —
2,259,220 | 3,044,332
‘ 12,898 (18,945)
| (99,3379, 7,213
{127,250)" (111,598)
1,989 206,257
(7,298) 19,356
2,729,207 3,146,615
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23, NCTES TT STATENIENT DF CASH OIS (CONT'D)
(3} bcguisition of Datang Sheniou

2001

‘000
Cash and cash equivalents 1,204
Inventories and other current assets 8,723
Property, plant and equipment 10,278
Accounts payable and accrued liabilities (205)
Minority interest (8,000)
Purchase price 12,000
Less: cash and cash equivalents (1,204)
Net cash flow 10,796

o Acouisition of Dateng Singwang

2001

‘000
Cash and cash eguivalents 4,282
Inventories and other current assets 3,018
Property, plant and equipment 6,647
Accounts payable and accrued liabilities (3,947)
Minority interest (2,000
Purchase price 8,000
Less: cash and cash equivalents (4,282)
Net cash flow 3,718

The Company and its subsidiaries incurred additional payable of approximately Rmb347 million (2000 — Rmb245
million) to contractors and equipment suppliers for construction-in-progress during the year ended 31st December
2001,




26.

NQTES TO STATEMENT OF CASK FLOWS (CONT'D)

{e)
As at 31st December 2001, the undrawn borrowing facilities in Rmb and United States dollar available to settle the
Company and its subsidiaries’ capital commitment for construction of electric utility plants amounted to
approximately Rmb 10,930 million (2000 — Rmb6,538 million).
The above borrowing facilities as at 31st December 2001 were made available in accordance with the estimated
financial requirements of the projects as follows:
Commpeny
‘¢S ‘q00
Amount to be drawn down:
Within one year 7,568,748 5.908,50
Between one to two years 1,394,263 253,000
Between two to five years 4,508,475 993,840
1C,230,482 6,458,450
On 28th February 2001, the Company and the Bank of China ("BOC") entered into a banking facilities agreement,
according to which, BOC agreed to grant an unsecured credit line to the Company amounted to approximately
Rmb5 billion, in relation to project acquisition and construction bridge loans and trade finance, for a period of one
year.
FNANCIAL INSTRUMENTS AND CONCENTRATION OF RISKE

The Company and its subsidiaries conduct their operations in the PRC and expose to market risks from changes in interest
and foreign exchange rates. In addition, they are also subject to special considerations and risks including risks associated
with, among others, the political, economic and legal environment, restructuring of the PRC electric power industry and
regulatory reform, new regulation pertaining to the setting of power tariff and availability of fuel supply at stable price.

Risk management policies are approved by senior management of the Company and carried out by a central planning

department in close co-operation with the operating units of the Company and its subsidiaries.
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All of the Company's sales of on-grid electricity for the year was made to NCPGC (see Note 22 above). In addition,
ten largest suppliers represented approximately 77% (2000 — 72%) of the purchase of the Company for the year
ended 31st December 20071,

Significant portion of the Company’s cash and cash equivalents and bank deposits over three months are deposited
with the four largest state-owned banks of the PRC.

The Company and its subsidiaries do not guarantee obligations of other parties except for the Company's
proportionate share of the loans of its subsidiaries. The maximum exposure to credit risk is represented by the
carrying amount of each financial asset, including derivative financial instruments (see Note 27(b) below), in the
balance sheet. Because counterparty to derivatives is a prime financial institution, the Company does not expect the
counterparty to fail to meet its obligation. Consequently, the Company considers that its maximum exposure is
reflected by the amount of trade receivables and other current assets, net of provisions for impairment recognised at
the balance sheet date.

nterest rate risy

The floating rate loans expose the Company and its subsidiaries to interest risk. The Company and its subsidiaries use
derivative instruments, to the extent available in the PRC, to manage exposures to fluctuation in interest rates. When
considered appropriate, the Company would use interest rate swap to manage the relative level of its exposure to
fair value and cash flow interest rate risk associated with borrowings with floating interest rates.

Datang Tuoketuo, the Company's subsidiary has entered into an interest rate swap agreement effective from 15th
January 2002 with a foreign financial institution through the MOF to convert certain floating rate bank loans into
fixed rate debt to hedge against interest rate risk. Notional amount of the swap agreement varies in according to the
estimated financial requirements of Tuoketuo Power and ranged from approximately United States dollars 186
million to United States dollars 220 million. The maturity date was at 15th January 2012. With the adoption of IAS
39, the Company carries them at fair value.

The interest rate and schedule of long-term loan repayment are disclosed in Note 15 above.
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The Company's policy is to maintain sufficient cash and cash equivalents or have available funding through an
adequate amount of committed credit facilities to meet its commitments in the construction of power plants. The
amount of undrawn credit facilities at the balance sheet date are disclosed in Note 26(e) above.

Any excess cash is invested mostly in government bonds which are actively traded and short-term deposits over three
months (see Notes 7 and 11 above).

The Company’s businesses are principally conducted in Rmb, except that purchases of certain electric utility plant
equipment are in United States dollar. Dividends to shareholders holding N Shares are declared in Rmb and paid in
Hong Kong dollar. As at 31st December 2001, all of the Company’s assets and liabilities were denominated in Rmb
except that cash and bank deposits of approximately Rmb2,522 million (2000 — Rmb2,448 million) and long-term
loans of approximately Rmb590 million (2000 — Rmb333 million) were denominated in foreign currencies,
principally in United States and Hong Kong dollars. Since the amount of the loans denominated in United States
dollar are matched by the foreign currency denominated bank deposits, the foreign currency risk is not significant to
the Company and its subsidiaries.
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The fair value of investments held for trading is estimated by reference to their quoted market price at the balance
sheet date.

The principal financial instruments of the Company and its subsidiaries not carried at fair value are cash and cash
equivalents, short-term bank deposits over three months, due from a shareholder, available-for-sale investments,
accounts payable, short-term loans and long-term loans.

The carrying amounts of the Company and its subsidiaries’ cash and cash equivalents, short-term bank deposits over
three months, due from a shareholder, accounts payable and short-term loans approximate their fair values because
of the short maturity of these instruments.

Available-for-sale investments are measured at cost as there is no quoted market price in an active market and
whose fair value cannot be reliably measured (see Note 7 above).

The fair values of long-term loans including current portions of approximately Rmb6,587 million, (2000 — Rmb4,886
million) as at 31st December 2001, has been estimated by applying a discounted cash flow approach using interest
rates available to the Company and its subsidiaries for comparable instruments. As at the same date, the book value
of these liabilities was approximately Rmb6,589 million (2000 — Rmb4,889 million).
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31st December 2001
(All amounts expressed in Rmb unless otherwise stated)
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Fair value estimates are made at a specific point in time and based on relevant market information and information
about the financial instrument. These estimates are subjective in nature and involve uncertainties and matters of
significant judgement and therefore cannot be determined with precision. Changes in assumptions could
significantly affect the estimates.

ZA5

As at 31st December 2001, the Company had capital commitment relating to investments in subsidiaries amounted
to approximately Rmb1,777 million. In addition, capital commitments of the Company and its subsidiaries in relation
to the construction and renovation of the electric utility plants as at 31st December 2001 not provided for in the
balance sheets were as follows:

Authorised and contracted for
Authorised but not contracted for

As at 31st December 2001, operating lease commitment extending to November 2016 in relation to building was as
follows:

B
-

Amounts payable
Within one year
Between one to five years
Over five years
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SUBSEQUENT EVENT

(@)  According to the general meeting of Datang Tuoketuo held on 15th January 2002, it was resolved that Datang
Tuoketuo should continue to undertake construction of Tuoketuo Power Plant Phase |l. The estimated total
investment of Tucketuo Power Plant Phase Il is approximately Rmb4 billion, of which, the Company is committed to
invest approximately Rmb480 million as the additional capital contribution.

(b)  On 21st February 2002, Datang Tangshan was established as a limited liability company in the PRC, to construct and
operate the technological renovation project of replacing small units with larger units of Phase | & It of Hebei Datang
Tangshan Thermal Plant. The estimated total investment of Datang Tangshan is approximately Rmb2.7 billion, of
which, the Company is committed to invest approximately Rmb434 million as the capital contribution.

2¢. ADDITIONAL FINANCIAL INFORMATION
As at 31st December 2001, net current assets, total assets less current liabilities and net assets of the Company and its

subsidiaries amounted to approximately Rmb3,132 millicn (2000 — Rmb2,880 million), Rmb20,645 million (2000 —
Rmb17,961 million) and Rmb13,852 million (2000 — Rmb 12,9371 million), respectively.
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Giossary of Terms

The following terms have the following meaning in this Annual Report, unless otherwise

required by the context.

Available hours

BTT Area

BTT Power Grid

Capacity factor

Equivalent availability factor

Gross generation

for a specified period, the numbers of hours in that period
that a generator is available for generation

Beijing, Tianjin and northern areas of Hebei Province

The power transmission network covering Beijing, Tianjin,
and northern areas of Hebei Province

for a specified period, the ratio (expressed as a percentage)
of the number of utilisation hours of a power plant to the
total number of hours in such period

for a specified period and a given power plant, the ratio
(usually expressed as a percentage) of the number of
available hours in that period (reduced, in the case of hours
in which the attainable generating capacity of such plant is
less than the installed capacity, by the proportion of
installed capacity not so attainable) to the total number
of hours in that period

for a specified period, the total amount of electrical power
produced by a power plant in that period including
electrical power consumed in the operation of the power
plant




Installed capacity

Load factor

Major Serviced Area

North China Power Grid

Operational hours

Total on-grid power
generation

the highest level of electrical output which a power plant is
designed to be able to maintain continuously without
causing damage to the plant

for a specified period, the ratio (usually expressed as a
percentage) of the number of utilisation hours to the
number of operational hours of a power plant for such
period

BTT Area

The power transmission network covering Beijing, Tianjin,
Hebei Province, Shanxi Province and Inner Mongolia
Autonomous Region

for a specified period, the number of hours that a power
plant supplies any amount of electrical energy to a grid or,
for power plants with multiple generating units, the
weighted average of the number of hours that each
generating unit supplies any amount of electrical energy
to a grid, weighted by the installed capacity of the
generating units

The amount of power transmitted to the a power network
from a power plant as measured by the grid meter
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Utilisation hours for a specified period, the number of hours it would take
for a power plant operating at installed capacity to
generate the amount of electricity actually produced in
that period

KWh A unit of power generation equivalent to the output
generated by 1,000 watts of power in one hour

MW 1,000,000 watts

MWh A unit of power generation equivalent to the output
generated by 1,000,000 watts of power in one hour




